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COMMUNICATIONS SATELLITES

TU E SD A Y , M A R C H  13 , 196 2

H ouse  of R e pr e se n t a t iv e s ,
C o m m it te e  on  I n ter sta te  an d F o r eig n  C om m er ce,

Washington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 1334, 

New House Office Building, Hon. Oren Harris (chairman of the com
mittee) presiding.

The Chairman. The committee will come to order.
Today  the committee opens hearings on several bills proposing to 

establish a global commercial communications satellite  system. These 
bills have to do with ownership, operation, and regulation as well as 
establishment, and certain features of research and development.

I introduced H .R. 10115 on February 7 of this year  at the request of 
the President.

A similar bill was introduced by our colleague, the distinguished 
chairman of the Commit tee on Science and Astronautics, Hon. 
George Miller. That bill is 10138.

(H.R. 10115, H .R. 10138, and agency reports are as follows:)

[H.R. 10115, 87th Cong., 2d sess.l

A BI LL  To provide for the est abl ishm ent , ownership,  opera tion,  and regulatio n ol a commercial 
com mun icat ions  satel lite system , a nd for other purposes 

Be it enacted by the Senate and House o f Representatives of the United States of
America  in  Congress assembled.

TI TL E I—SHORT TI TL E,  DECLARATION  OF POLICY, AND 
DE FINI TION S
SHORT TITLE

Sec. 101. This Act ma y be cited as the  “Communicat ions Satellit e Act of
1962”.

DECLA RATION OF POLICY AND PURPOSE

Sec. 102. (a) The  Congress hereby  declares  th at  it is t he  policy of th e Uni ted
Sta tes  to establish, in conjunction and in cooperation with other countries, as 
expeditiously as practicable  a commercial comm unica tions  satel lite system, as 
pa rt  of an improved global communicat ions network, which will be responsive 
to public  needs and  national  objectives, which will serve the  communication 
needs  of the  United Sta tes  and othe r count ries, and  which will con trib ute^to  
world  peace and understand ing.

(b) The new and  expanded internat iona l comm unica tions  services are to be 
made available as promp tly  as possible and  are to be e xtended to provide global 
coverage at  the earlie st prac ticable date . In effectuat ing this program, care 
and  att ention will be dire cted toward providing such services to economically 
less developed count ries and areas as well as those more h ighly developed, toward 
efficient and  economical use of the  electromagnetic frequency spectrum, and  
tow ard  the reflection of the benefits of this  new technology in both qua lity  of 
services and  charges for such services.
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"(c) In order to  facilitate  this development and to provide for the widest possible 
participation by private enterprise, United States participation in the global 
system shall be in the form of a private corporation, subject to appropriate 
governmental regulation. It is the intent  of Congress that all authorized users 
shall have nondiscriminatory access to the system; that maximum competition 
be maintained in the provision of equipment and services utilized by the system; 
and tha t the corporation created by this Act  be so organized and operated as to 
maintain and strengthen competition in the provision of communications services 
to the public.

(d) It  is not the intent of Congress by  this Act to preclude the creation of addi
tional communications satellite systems, if required to meet unique governmental 
needs or if otherwise required in the national interest.

DEFINITIONS

Sec . 103. As used in this Act, and unless the context otherwise requires—
(1) the term “communications satellite system”  refers to the complex of 

physical devices and institutional organizations whose purpose is to transmit 
telecommunications satellite space service and encompasses the satellite 
terminal stations, communications satellite stations, communications satel
lites, and such specialized associated ground equipment for tracking, guid
ance, and command functions as are not a part of generalized launch, track-

< ing, and command facilities for all space purposes, and such other facilities 
as are necessary to its effective operation and management and interconnec
tion with terrestrial communications system;

(2) the term “ satellite terminatal station,” defined as an earth station 
in the communications satellite space service, refers to the complex of com
munication equipment which receives from or transmits to terrestrial com
munication systems for relay via  communications satellite stations, and in
cludes coding devices, traffic control or tracking computers and antennas;

(3) the term “communications satell ite” means an earth satellite which is 
intentionally used to reflect or relay radiocommunication signals in the 
space service;

(4) the term “associated equipment and facilities”  refers to facilities  other 
than satellite terminal stations and communications satellites or communica
tions satellite  stations, to be constructed and operated for the primary 
purpose of a communications satell ite system, whether for administration 
and management, for research and development, or for direct support of 
space operations, including interconnection with terrestrial communication 
systems;

(5) the term “research and development”  refers to the conception, design, 
and first creation of experimental or prototype operational devices peculiar 
to the operation of a communications satellite system, including th e assembly 
of separate components into a working  whole, as distinguished from the term 
“production,” which relates to the construction of hardware to fixed speci
fications compatible with repetitive duplication for operational applications;

(6) the term “ telecommunication”  means any transmission, emission or 
reception of signs, signals, writing, images, and sounds or intelligence of any 
nature by wire, radio, optical, or other electromagnetic systems;

(7) the term “communications satellite space service”  means a space 
service using communications satellites;

(8) the term “communications satellite station” means a space station in 
the communications satellite space service on board a communications 
satellite; and,

(9) the term “earth statio n” means a station in the space service located 
either on the earth’s surface, on board a ship, an aircraft, or a space vehicle;

(10) the term “space service” means a service of space radio communica
tion between earth stations and space stations, or between space stations; 
and

(11) the term “space stations”  means a station in the space service in
tended to be used in outer space.
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TITL E II —F ED ER AL  COORDINATION, PLAN NING  AND 
REG ULA TION 

IM PL EM EN TA TI ON OF PO LIC Y

Sec. 201. In order  to achieve the objectives and  to car ry ou t the purposes of 
this Act—

(a) the  President shal l—
(1) plan, develop , and  supervise the  execution of a nation al program 

for the establishment,  as expedit iously as possible, of a commercial com
munications satelli te system;

(2) provide for continuous review of all phases of the development  
and operation  of such a system, including the  activ ities  of the Communi
cations Sate llite Corporation authorized under title II I of this Act 
(hereinafter  called the  “co rporation ”) ;

(3) coordina te the activi ties of governm enta l agencies with respon
sibilities in the  field of inte rna tion al communication, so as to insur 
that  there is full and  effective compliance at  all times with the  policies 
set forth in this Act;

(4) exercise general supervis ion over  relat ionsh ips of the  corporat ion 
with foreign gove rnments  o r entitie s or with inte rnational bodies;

(5) insure th at  timely  arrangem ents  are made for foreign par tici pa
tion in the  esta blishment  and use of a communicat ions satel lite system, 
and for the determ ination  of the most constructive role for the United 
Nations.

(6) tak e all necessary  s teps to insure the  ava ilab ility  and app rop ria te 
utilization  of the communicat ions satel lite system for general govern
mental pu rposes which do no t require a separa te communications satelli te 
system to meet unique  governmental needs.

(7) so exercise his autho rity  as to insure  effective and efficient use of 
the elect romagne tic spec trum and  the  techn ical compatibi lity of the  
system w ith exist ing communicat ions facilities  both in the United States 
and abroad;

(8) designate an official or officials of the  Governm ent to assist in the 
accomplishment of the  purposes  of this  Act who shall have access t o all 
books, records , papers, correspondence, and  files of the corporation, 
shall have the  right to att end any  and all meetings of the  board of 
directors or of stockholders  of the  corporation, and shall make cer tain  
th at  what is being done and what needs to be done, both by the  corpo
ration and by dep artments  and agencies of government, are known at  
all times to the President and th at  recommendations are made to him, 
whenever necessary, to att ain  full compliance with  the natio nal policy 
regard ing int ern ational communicat ions through space satellites.

(b) the  Nat ional Aeronautics and Space Adm inist ratio n (hereinafter  called 
the  “A dminis trat ion”) shall—

(1) advise the Federal Communications Commission (here inafter 
called the  “ Commission” ) on techn ical characte ristics of the comm uni
cations  satelli te system ;

(2) coordinate its research and  development program in space com
munications with the research and development program of the 
corpo ration;

(3) assist  the corpo ration in the  conduct of its research and develop
ment program by furnishing to the  corporation,  on a  reimbursable basis, 
such sate llite  launching and  associated services as the  Adm inist ration 
deems necessary for the  most expedi tious and  economical deve lopm ent 
of the  communica tions  satel lite system ;

(4) consu lt wi th the  corpo ration with  r espect to the  technical charac
terist ics of the communications sate llite system;

(5) furn ish to  the  corporation, on a reimbursable basis, sate llite  
launch ing and  associated services required for the  establishment, opera
tion, and  mainten ance of th e communications sate llite  system  app roved 
by the  Commission and by the  Adm inis trat ion;

(6) to the  ex ten t feasible, furnish other services, on a reimbursable  
basis, to the  corpo ration in connect ion with the  establish men t and 
operatio n of the system.
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(c) the  Federal Comm unica tions  Commission, in its adm inis trat ion of the 
provisions of the  Comm unica tions  Act of 1934, as amended , and  as supple
mented by this Act, shal l—

(1) insure effective com petit ion in the procurement by the corporation 
of app ara tus , equipment, and services and, to this  end, shall prescribe 
appropriate rules and regulations;

(2) insure th at  all pre sen t and  futu re communications common car
riers  shall have nondisc riminato ry use of, and  equitable  access to, the  
communications  satell ite sys tem on jus t and  reasonable term s and con
ditio ns and regula te the  manner in which available facilities of th e 
system are allocated among such users thereo f;

(3) in any case where t he  Secreta ry of Sta te, aft er obtaining the advice
of the  Administration as to techn ical feasibili ty, has advised th at  com
mercia l communication to a par ticu lar foreign poi nt by means of the 
communications satell ite system should be establ ished in the  national  
inte rest , i nst itute forthwith ap propria te proceedings u nde r section 214(d) 
of the  Communications Act of 1934, as amended, to require the  estab
lishment of such comm unica tion by the corporation and  the app ropriate 
common carrier or carr iers;  ->■«

(4) insure th at  facilitie s of the  communications sate llite  system^are 
technically compat ible and interconnected  operationally with existing 
communications facilities;

(5) prescribe such acco unt ing regula tions and systems and  engage in 
such ratem aking procedures  as will insure th at  any  economies made 
possible by a comm unications satell ite system are appropr iate ly reflected 
in rat es for public communication services;

(6) afte r consultation wi th the  executive branch agencies concerned, 
and  receip t of the ir recom mendations, specify techn ical character istics 
of the operational  comm unica tions  satell ite system to be employed by 
the  corporation.

TI TL E II I— CREAT ION OF TH E COM MUNIC ATION S SATELLITE  
CORPO RATION

CREATION AND NAME OF CORPORATION

Sec. 301. There is hereby author ized to be crea ted a corporat ion for profit, to  
be known as the  “Communications Satelli te Corp orat ion” , which will not be an 
agency  or estab lishm ent of the  United  States Government. The  corporation 
shall be sub jec t to the  provisions of thi s Act and, to the  extent  consisten t with 
this  Act, to the  Dist rict  of Columbia  Business Corporation Act. The righ t to  
repeal, alte r, or amend  th is Act at  a ny  time  is expressly reserved .

PROC ESS OF ORGANIZATION

Sec. 302. The President of the United  S tates shall designate inco rporators who 
shall arra nge  for an initial  stock offering and  tak e wha teve r oth er actions are  
necessary to establish the corporat ion,  including the  filing of  artic les of incorpora
tion  which shall thereafter be amended only upon the  ini tiat ion  by or  the ap proval 
of the  P resident.

DIRECTORS AND OFFICERS

Sec. 303. (a) The corporation  shall  have  a  board of d irectors consist ing of not 
less th an  nine nor more than thi rte en  members, elected  annually  by stockholders, 
sub ject  to  such restric tions as a re provided in subsection (c) of this  sect ion. The 
board shall annually  e lect one of it s members as chairman.

(b) The  corporation shall have  a pres iden t, and  such othe r officers as  may be 
named and appointed by the  board, a t rates of compensation fixed by the  board, 
and  serving at  the  pleasure of the  board. No officer of the corp orat ion shall re
ceive any sala ry from any source othe r than  th e corporat ion during the  period of 
his employm ent by the corporation.

(c) The board shall be elec ted a nnual ly by the  holders of class A stock  and the  
votes of each stockholder for each can didate  for director  shall be recorded in the  
minutes of stockholders’ meetings.  No stockholder or trustee shall  vote, eith er 
directly  or indirectly  through the  votes  of subsid iaries or affilia ted companies, 
nominees, or other persons sub ject to his direct ion or control , for more than two
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candidates for membership on th e board. Subject to  such limitation, the articles 
of incorporation to be filed by the  incorporators designated under section 302 of 
this Act shall provide for cumulat ive voting under section 27(d) of the District of 
Columbia Business Corporation Act (D.C. Code, sec. 29-911(d)).

FIN AN CING  OF THE CORPORATION

Sec. 304. (a) The corporation  is authorized to issue and have outstanding one 
million shares of class A stock, which shall be eligible for dividends. Shares of 
class A stock shall be issued in such amounts as the corporation shall determine: 
Provided, Tha t shares of such stock, as initially issued, shall be sold a t a price of 
not less than  $1,000 for each share. Subject to the provisions of subsections (d) 
and (e) of this section, shares of class A stock may be issued to and held by any 
person, including communications common carriers licensed by the Federal Com
munications Commission.

(b) The corporation is also authorized to issue and have outstanding ten 
thousand shares of class B stock, which may be issued in such amounts and at  such 
prices as the corporation may determine. Shares of class B stock shall not carry 
voting rights, and shall not entitle  their holders to receive dividends except 
liquidating dividends (which shall be paid on account of each share of class A 
and class B stock in proportion to the amount originally paid to the corporation 
for the  issuance of such share). Issuance of shares of class B stock to, and owner
ship of such shares by, any person other than  a communications common carrier 
approved by the Federal Communications Commission to own such shares is 
hereby prohibited and declared void. Such carriers may own class B shares of 
the corporation without  limita tion as to the amount of such shares, and such 
shares shall be eligible for inclusion in the rate  base of the  carrier to the extent 
allowed by the Commission.

(c) The corporation is also authorized to  issue such other nonvoting securities, 
bonds, debentures, and other certificates of indebtedness as it may determine.

(d) No person, or corporation, including subdivisions, subsidiaries, or affiliated 
companies subject to its direction or control, shall be authorized to own more than 
15 per centum of the  authorized class A stock or more than  25 per centum of the 
outstanding class A stock.

(e) The provisions of section 310 of the Federal  Communications Act of 1934, as 
amended (47 U.S.C. 310), shall be applicable to ownership of shares of stock of 
both classes in the corporation.

(f) The requirement of section 45(b) of the Distric t of Columbia Business 
Corporation Act (D.C. Code, sec. 29-920(b)) as to the percentage of stock which 
a stockholder must hold in order to have the rights of inspection and copying 
set forth in tha t subsection shall not be applicable in the  case of holders of the 
stock of either class of th e corporation, who may exercise such rights without 
regard to the percentage of stock held in the corporation.

(g) Upon such terms and conditions as may be prescribed by the corporation 
and with its approval and the  approval of the Federal Communications Com
mission, any communications common carrier may exchange shares of class A 
stock which it  owns for class B stock, or may exchange shares of class B stock for 
class A stock, but no such exchange shall be effected which would result in a vio
lation of subsection (d) of this section. If, upon petition by any such carrier, the 
Commission finds that the  corporation has unreasonably denied its approval or 
attached unreasonable terms and conditions thereto, the Commission may after 
notice and hearing compel such exchange upon such terms and conditions as the 
Commission finds reasonable.

(h) Upon application to the Federal Communications Commission by any 
communications common carrier and upon a finding by the Commission after 
notice and hearing t ha t the  public interes t and the purposes of this Act will be 
advanced thereby, the Commission may compel any communications common 
carrier which owns class A or class B shares in the  corporation to sell to the appli
cant  a  number of shares of either or both  classes determined by the Commission 
to be a reasonable number in the light of estimated proportionate use of the  
corporation’s facilities and  other factors consonant with the purposes of th is Act 
at a price determined by the Commission to be fair and reasonable. This power 
shall not be exercised so as to  result in a violation of the provisions of subsection 
(d) of this section.
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P U R PO SES AN D P O W E R S  O F T H E  C O RPO RA TIO N

Sec. 305. (a) In order to achieve  the  objectives and to carry  o ut the  purposes 
of this  Act, th e co rpora tion is organized to—

(1) plan, init iate , construct, own, manage, and operate itself o r in conjunc
tion with  foreign governments or business enti ties a commercia l communica 
tions satel lite  system.

(2) furnish, fo r hire, channels of com munication to  United Sta tes communi
cations common carriers  and to  oth er authorize d entit ies, foreign and 
domestic.

(b) Included  in the  activities auth oriz ed to the  corporation  for accom plishment 
of the  purposes indicated in subsection  (a) of this section, are, among others not 
specifically named—

(1) conduc t or contract for r esea rch a nd development re lated to  its  mission;
(2) acquire the physical facili ties and  hardware necessary to its opera tions , 

including communications sate llites , ear th stat ions , and  associated  ground 
equipment, whether by construction , purchase, or gift;

(3) purchase  satell ite launching and rela ted services from the United  Sta tes 
Government ;

(4) contr act with authorized users, including the  United Sta tes  Govern
ment, for the services of the comm unications satellite  sy stem;

(5) develop plans for the n umb er and  location of earth stat ions , and  for th e 
techn ical specifications of all elem ents  of the  comm unica tions  satel lite 
system.

(c) To carry ou t the  foregoing purposes, the  corpo ration shall have  the usual 
powers conferred  upon a stock corporation by the  Dis tric t of Columbia  Business 
Corporation Act.

TITL E IV— MISCEL LAN EOU S 
A PP L IC A B IL IT Y  O F C O M M U N IC A TIO N S AC T O F 1934

Sec. 401. The  corporation shall be deemed to be a common carr ier within  the 
meaning of section  3(h) of th e Communications Act of 1934, as amen ded,  and as 
such shall be fully subject to the  provis ions of t itle  II  and  title  II I of s aid Act. 

COND UCT  O F F O R E IG N  N EG O TIA TIO N S

Sec. 402. The corporation shall no t ent er into nego tiatio ns with any inte r
natio nal agency, foreign governmen t, or en tity withou t a prior  notificatio n to the 
Depar tment  of Sta te, which will con duc t or supervise such nego tiatio ns. All 
agreements and  arran gements with  any such agency, government, or en tity shall 
be subject to the  approval of the De partm ent of S tate .

SA N C TIO N S

Sec. 403. (a) If the corpo ration cre ated pur sua nt to this Act shall  engage in 
or adhere to any  actions, practices, or policies inconsistent with the  policy and 
purposes decla red in section 102 of thi s Act, or if the corporation or any  other 
person shall viola te any provision  of thi s Act, or shall obstruct  or inter fere  with 
any activ ities  autho rized by this Act, or shall refuse, fail, or neglect  to discharge 
his duties  and responsibili ties under thi s Act, or shall thr eaten  any  such viola
tion, obst ruct ion,  interference, refusal, failure, or neglect, the  distr ict  court of 
the  United  Sta tes for any dis tric t in which such corp orat ion or othe r person 
resides or may be found shall have jurisdiction, upon peti tion  of the Atto rney  
General of the United States , to gra nt such  equitable relief as may be necessary 
or appropr iate  to prevent or terminat e such conduct or thr eat.

(b) Noth ing contained in this sectio n shall be construed as re lieving any person 
of any punishment, liability,  or sanction which may be imposed otherwise  tha n 
under this Act.
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[H.R. 10138, 87th Cong., 2d sess.]

A BI LL  To provide  for the establishme nt, ownersh ip, operat ion, and regulation of a  commercia l com
mun ications sate llite  sy stem , and  for oth er purposes

Be it  ena cted by the Senate an d Hou se  o f Repre sen tat ives o f the Uni ted  Sta tes  o f 
Am er ica in  Congres s assemble d,

T IT L E  I— SH O R T  T IT L E , D E C L A R A T IO N  OF PO LIC Y , A N D  D E F I
N IT IO N S

S H O R T  T IT L E

Sec . 101. Thi s Act  m ay  be  cit ed  as  th e  “ Com m un ic at io ns  Sat el li te  Act  of 
196 2” .

D ECLA RA TIO N  O F PO L IC Y  AN D P U R P O S E

Sec . 102. (a) The  Co ngres s here by de cla res th a t it  is th e  po lic y of  th e  U ni te d 
S ta te s to  es ta bl is h,  in  co nj unc tion  and  in co op er at io n w ith o th er co un tr ie s,  as 
ex pe di tiou sl y as pr ac ti ca bl e a co m m er ci al  co m m un ic at io ns  sa te ll it e  sy st em , as 
p a rt  of an  im pr ov ed  glob al co m m un ic at io ns  ne tw or k,  which  wi ll be  re sp on sive  
to  pu bl ic  ne ed s an d nati onal ob je ct iv es , which  wi ll se rv e th e  co m m un ic at io n 
ne ed s of th e  U ni te d S ta te s and  o th er co un tr ie s,  and which  will  co ntr ib u te  to  
wor ld  pe ac e and un de rs ta nd in g.

(b) T he ne w and ex pa nd ed  in te rn ati onal co m m un ic at io ns  se rv ices  ar e to  be  
m ad e av ai la bl e as pro m ptly  as po ss ib le  an d ar e to  be  ex te nd ed  to  pr ov id e glob al  
co ve rage  a t th e  ea rl ie st  pra cti cab le  dat e.  In  ef fe ct ua ting  th is  pr og ra m , care , 
and a tt en ti o n  will  be  di re ct ed  to w ard  pr ov id in g su ch  se rv ice s to  ec on om ical ly  
less  de ve lo pe d co un tr ie s an d ar ea s as  well as th os e mor e high ly  de ve lope d,  to w ar d  
eff ici en t and  ec on om ical use of  th e  el ec trom ag ne tic freq uen cy  sp ec tr um , an d 
to w ar d th e  refle cti on  of th e  be ne fi ts  of th is  ne w tech no lo gy  in  bo th  qual it y  of 
se rv ice s and  ch arg es  fo r su ch  se rv ices .

(c) In  or de r to  f ac il it at e th is  de vel opm en t an d to  p ro vi de  fo r th e  w ides t po ss ible 
part ic ip ati on  by  pri vate  ente rp ri se , U ni ted S ta te s part ic ip a ti on  in th e  glob al 
sy st em  sh al l be  in th e fo rm  of a  p ri v a te  co rp or at io n,  su b je ct to  appro pri a te  go v
er nm enta l re gu la tion . I t  is th e  in te n t of Con gress th a t al l au th ori ze d us er s 
sh al l ha ve no nd is cr im in at ory  ac ce ss  to  th e  sy st em ; th a t m ax im um  co m pe ti tion  
be  m ai n ta in ed  in th e  pr ov is ion of  eq uip m en t an d se rv ice s ut il iz ed  by  th e  sy st em ; 
an d th a t th e  co rp or at io n cr ea te d  by  th is  Act be  so  or ga ni ze d and  ope ra te d as  to  
m ain ta in  and st re ngth en  co m pet it io n  in th e  pr ov is ion of co m m un ic at io ns  serv ice s 
to  th e  pu bl ic .

(d) I t  is no t th e  in te n t of Con gr es s by  th is  Act  to  pr ec lu de th e cr ea tion  of 
add it io nal co m m un ic at io ns  sa te ll it e  sy stem s,  if re quir ed  to  m eet un iq ue  go ve rn 
m enta l ne ed s or  if ot he rw ise re quir ed  in  th e nati onal in te re st .

D E F IN IT IO N S

Sec . 103. As used  in  th is  A ct , and  un les s th e  co nte xt ot he rw ise re qu ires —
(1) th e  te rm  “ co m m uni ca tions sa te ll it e sy st em ” re fe rs  to  th e  co mp lex  of 

ph ys ic al  de vice s and  i n s ti tu ti o n a l org an iz at io ns  wh ose purp os e is to  tr an sm it  
te le co m m un ic at io n in fo rm ati on  in  th e co m m un ic at io ns  sa te ll it e  sp ac e se rv ice 
an d  en co mpa sses  th e  sa te ll it e  te rm in al  st at io ns,  co m m un ic at io ns  sa te ll it e 
st a ti ons,  co m m un ic at io ns  sa te ll it es , and  su ch  sp ec ia liz ed  as so ci at ed  gro un d 
eq uip m ent fo r tr ac kin g, gu id an ce , an d co m m an d fu nct io ns as  ar e not a p a rt  
of  g en eral ized  l au nc h,  tr ack in g , an d co m m an d faci li ties  for  al l s pa ce  p ur po se s,  
an d  su ch  ot her  fa ci lit ie s as  ar e ne ce ssary to  it s ef fect ive oper at io n and  m an 
ag em ent an d i n te rc onnec ti on  w ith te rr est ri a l co m m un ic at io ns  sy st em s;

(2) th e  te rm  “sa te ll it e te rm in al st a ti o n ,”  de fin ed  a s an  e a rt h  s ta ti on  in  th e  
co m m un ic at io ns  sa te ll it e  sp ac e ser vic e, re fe rs  to  th e co mplex  of co m m un ic a
ti on  e quip m en t which  re ce iv es  f rom o r t ra n sm it s to  t e rr est ri a l co m m un ic at io n 
sy st em s fo r re la y v ia  co m m un ic at io ns  sa te ll it e st a ti ons,  and  in clud es  co ding  
de vice s, tra ffi c co nt ro l or tr ack in g  co m put er s and an te nnas;

(3) th e te rm  “ co m m uni ca tions  sa te ll it e” mea ns  an  e a rt h  sa te ll it e which  is  
in te ntional ly  us ed  to  re fl ec t or  r el ay  ra dio co m m unic at io n sign als in  th e sp ac e 
se rv ic e;

(4) th e  te rm  “as so ci at ed equip m en t and  f ac il it ie s”  re fe rs  to  faci lit ie s o th er 
th a n  sa te ll ite te rm in al st a ti ons an d co m m un ic at io ns  sa te ll it es  or  co m m un i
ca tion s sa te ll it e st a ti ons,  to  be  co nst ru cte d  and  opera te d  fo r th e  p ri m ary  
pu rp os e of a co m m uni ca tions sa te ll ite sy st em , w het her  fo r ad m in is tr a ti on
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and management, for research and development, or for direct support of 
space operations, including interconnection with terrestrial communication 
systems;

(5) the term “research and development”  refers to the conception, design, 
and first creation of experimental or prototype operational devices peculiar 
to the operation of a communications satellite system, including the assembly 
of separate components into a working  whole, as distinguished from the term 
“ production,”  which relates to the construction of hardware to fixed specifi
cations compatible with re petitive duplication for operational applications;

(6) the term “telecommunication” means any transmission, emission or 
reception of signs, signals, writing, images, and sounds or intelligence of any 
nature by  wire, radio, optical, or other electromagnetic systems;

(7) the term “communications satellite  space service”  means a space 
service using communications satellites;

(8) the term “communications satellite station” means a space station in 
the communications satellite space service on broard a communications 
satell ite; and,

(9) the term “earth station”  means a station in the space service located 
either on the earth’s surface, on board a ship, an aircraft, or a space vehicle;

(10) the term “space service” means a service of space radio communica
tion between earth stations and space stations, or between space stations; and

(11) the term “space stations”  means a station in the space service intended 
to be used in outer space.

TIT LE II — FE DER AL  C OO RD IN AT ION,  PL AN NI NG  AND  R EG UL AT IO N

IMP LEM ENT ATION  OF POLICY

Sec . 201. In order to achieve the  objectives and to carry out the purposes of 
this Act—

(a) the President shall—
(1) plan, develop, and supervise the execution of a national program 

for the establishment, as expeditiously as possible, of a commercial 
communications satellite system;

(2) provide for continuous review of all phases of the development 
and operation of such a system, including the activi ties of the Com
munications Satellite Corporation authorized under t itle  III of this Act  
(hereinafter called the “corporation” );

(3) coordinate the activitie s of governmental agencies with responsi
bilities in the field of international communication, so as to insure that 
there is full and effective compliance at all times with the policies set 
forth in this Act;

(4) exercise general supervision over relationships of the corporation 
with  foreign governments or entities or with international bodies;

(5) insure that timely  arrangements are made for foreign participa
tion in the establishment and use of a communications satellite system, 
and for the determination of the most constructive role for the United 
Nations.

(6) take all necessary steps to insure the availabil ity and appropriate 
utilization of the communications satellite system for general govern
mental purposes which do not require a separate communications satellite 
system to meet unique governmental needs.

(7) so exercise his authority  as to insure effective and efficient use of 
the electromagnetic spectrum and the technical compatibility of the 
system with existing communications facilities both in the United States 
and abroad;

(8) designate an official or officials of the  Government to assist in the 
accomplishment of the purposes of this Act  who shall have access to all 
books, records, papers, correspondence, and files of the corporation, shall 
have the right to attend any and all meetings of the board of directors 
or of stockholders of the corporation, and shall make certain that what 
is being done and what needs to be done, both by the corporation and by 
departments and agencies of government, are known at all times to the 
President and that recommendations are made to him, whenever neces
sary,  to attain full compliance with the national policy regarding inter
national communications through space satellites.
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(b) the  N ational Aeronaut ics and Space Adm inis trat ion (hereinafter called 
the  “A dministration ”) shall—

(1) advise the  Fed era l Communications Commiss ion (hereinaf ter 
called the  “Commission”) on technical characterist ics of the communi
cations satel lite sys tem;

(2) coord inate  its  research and development program  in space com
munications with  the research  and  deve lopment prog ram of the corpo
ration;

(3) assist th e corp orat ion in the co nduc t of its research and  development 
program by furn ishing to the corporation, on a reimbursable  basis, such 
satel lite launching and associa ted services as the  Adm inist ration deems 
necessary for the  mo st expeditious  and  economical development of the 
communications satelli te system ;

(4) consult with  the corporation  with  respect to the  technical charac
terist ics of the  comm unications sate llite  sy stem ;

(5) furnish to the corporation, on a reim bursable  basis, sate llite  
launching and  associated services required for the  establishment, ope ra
tion, and mainten ance of the comm unications satelli te system approved 
by the Commission and  by the  Adm inist ration;

(6) to the  ex ten t feasible, furn ish oth er services, on a reimb ursab le 
basis, to  the corporatio n in connection with  the esta blishment a nd  opera
tion  of the system.

(c) the  Fede ral Communications Commission, in its adm inis trat ion  of the 
provis ions of the  Communications Act of 1934, as amen ded,  and  as supp le
mented by this  Act, sha ll—

(1) insure  effect ive competitio n in t he  pro curement  by the corporat ion 
of appar atu s, equ ipm ent , and  services and, to thi s end, shall prescribe 
appropriate rules and regulations ;

(2) insure  th at all present and  future  comm unica tions  common car
riers shall have  nondisc riin inatory use of, and equitab le access to, the  
comm unications sate llite  system  on jus t and  reasonable  terms  and con
ditions and regulat e the m anner in which available facilities of th e system  
are alloc ated  among such users thereof;

(3) in any  case where the  Secreta ry of Sta te,  after obta ining the  
advice  of the  Adm inis trat ion as to technica l feasib ility , has advised th at  
commercial  comm unication  to a  pa rticular  foreign p oin t by means of th e 
comm unica tions  sate llite  system should be establish ed in the  nat ion al 
inte rest , insti tu te  forthwi th appro priate  proceedings under sectio n 
214(d) of the  Communicatio ns Act of 1934, as amen ded,  to requ ire the 
establishment of such comm unica tion by the  corporation and  the appro
pri ate  common carr ier or carriers;

(4) insure th a t facilities of the  communications sate llite system are  
techn ically com patib le and interconnected operatio nally  with existing 
communications facilities;

(5) prescribe such  accounting regu lations and systems and  engage  in 
such ratem aking  procedures as will insure th at  any  economies made 
possible by a  communica tions  satelli te system are appropriately reflec ted 
in r ates  for p ubl ic comm unication services;

(6) aft er consul tation with  the  execu tive bran ch agencies concerned  
and  rece ipt of their  recommendations, specify technical cha rac teri stic s 
of the  ope rat ional communicat ions satelli te system to be employed by 
the  corporatio n.

TI TL E II I— CR EA TIO N OF TH E COMM UNICA TIO NS SA TE LL ITE 
CORPOR ATION

CREATION AND NAME  OF CORPORATION

Sec. 301. There is hereby authorized  to  be c reated a  corpora tion for profit, to be 
known as the  “Communica tions  Satell ite Corporatio n” , which will not  be an 
agency or establ ishment of the United States Government. The corp oration  
shall be subject to the  provisions of this  Act and , to the  extent cons isten t with  
this  Act, to the  Distr ict  of Columbia Business Corporat ion Act. The  right to 
repeal, alter , or ame nd this  Act at  a ny time is expressly  reserved.
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PR O C E SS O F O R G A N IZ A TIO N

Sec . 302 . The  Pre si de nt  of th e  U nited  S ta te s sh al l de sign ate in co rp or at or s 
wh o sh al l ar ra ng e fo r an  i ni ti al  st ock  off eri ng  an d ta ke  w hat ev er  o th er ac tio ns  ar e 
ne ce ss ar y to  es ta bl ish th e  co rp ora tion , in cl ud in g th e  filing of ar ticl es  of  in co rp or a
ti on  which  s ha ll  t her ea ft er  be am en ded o nl y up on  t he  in it ia tion  b y  o r th e  a pp ro va l 
of  th e  Pre si den t.

D IR E C T O R S  AND O FFIC E R S

Sec . 303 . (a) The  co rp or at io n sh al l ha ve  a bo ar d of di re ct or s co ns is tin g of no t 
les s th a n  ni ne  no r mo re  t h an  th ir te en  mem be rs , el ec ted an nual ly  by  sto ck ho lder s, 
su b je ct to  su ch  re st ri ct io ns  as  ar e pro vid ed  in su bs ec tio n (c) of th is  sect ion.  Th e 
boa rd  sh al l an nu al ly  ele ct  one of it s m em be rs  as ch ai rm an .

(b) The  co rp or at io n shall  ha ve  a  pre si de nt , an d su ch  o th er  off ice rs as  may  be  
na m ed  and ap po in te d by  th e boa rd , a t ra te s of co m pe ns at io n fixed by  th e bo ard,  
and  se rv ing a t th e plea su re  of th e  bo ar d.  No  officer of th e  co rp or at io n shall  
rece ive an y sa la ry  fro m an y so ur ce  o th er th an  th e co rp or at io n duri ng  th e pe rio d 
of  his  em pl oy m en t by  t h e  co rp or at io n.

(c) T he bo ar d shall  be  elec ted an nuall y  by  th e  ho lders of cla ss A st oc k an d th e 
vote s of ea ch  st oc kh olde r fo r ea ch  ca ndid ate  fo r di re ct or  sh al l be  reco rd ed  in th e  
m in ute s of  stoc kh ol de rs ’ mee tin gs . No stoc kh ol de r or  tr ust ee  sh al l vo te , ei th er  
di re ct ly  or  in dir ec tly  th ro ugh th e  vo te s of  su bs id ia ries  or  af fil ia ted  comp anies , 
no minee s, or  ot her  pe rson s su bje ct  to  his  di re ct io n or  co nt ro l, fo r more th an  tw o 
ca ndid at es  fo r mem be rshi p on  th e  boa rd . Su bj ec t to  su ch  lim itat io n , th e ar tic le s 
of in co rp or at io n to  be filed  by  th e  in co rp or at or s de sign at ed  under se ct ion 302 
of  t h is  A ct  sh al l pr ov ide fo r cum ula tive vot in g un de r sect ion 27 (d ) of  th e  D is tr ic t 
of  C ol um bi a Bus ines s C or por at io n A ct  (D .C . Co de, sec . 29-9 11( d) ).

F IN A N C IN G  O F T H E  C O RPO RA TIO N

Sec . 304.  (a) The  co rp or at io n is au th ori ze d to  iss ue  an d have outs ta ndin g 
on e mill ion sh ar es  of cla ss A st oc k,  whi ch  sh al l be  eli gib le fo r divi de nd s.  Sh ares  
of  cl ass  A s to ck  sha ll be issued  i n su ch  a m oun ts  a s th e  c or po ra tion  s ha ll de te rm in e:  
Provided, T h a t  sh ar es  of su ch  stoc k,  as in it ia lly iss ued, shall  be  so ld  a t a  pr ice of 
no t les s th a n  $1,000  fo r ea ch  sh ar e.  Sub je ct  to  th e prov is ions  of  su bs ec tio ns  (d) 
an d (e) of  th is  sec tio n, sh ar es  of clas s A stoc k m ay  be  issued  to  and  he ld by  an y 
pe rson , in cl ud in g co m m un icat io ns  co mmon  ca rr ie rs  lic en sed by  th e Fed er al  
C om m un ic at io ns  Co mm iss ion .

(b) The  co rp or at io n is als o au th ori zed  to  iss ue  an d ha ve  ou ts ta nd in g  te n 
th ousa nd sh ar es  of class B stoc k,  whi ch  m ay  be issu ed  in su ch  am ounts  an d a t 
su ch  pr ices  as  th e  co rp or at io n m ay  det er m in e.  Sha re s of  cla ss  B st ock  shall  not 
ca rr y voting righ ts , an d sh al l n o t en ti tl e  th eir  ho lder s to  rece ive div id en ds  ex ce pt  
liquid at in g  di vi de nd s (whic h sh al l be  pai d on  ac co unt of ea ch  sh ar e of  c las s A a nd  
cla ss  B st oc k in pr op or tio n to  th e  am o u n t or ig in al ly  pai d to  th e  co rp or at io n for  
th e  is su an ce  o f s uc h sh are ). Is su an ce  o f s ha re s of  c las s B stoc k to , and  o wne rship 
of  su ch  sh ar es  by , an y pe rson  o th er th an  a co m m un ic at io ns  co m m on  ca rr ie r ap 
pr ov ed  by  th e  Fe de ra l C om m un ic at io ns  Com miss ion to  ow n su ch  sh ar es  is he reby  
pro hi bi te d and  de cla red vo id . Su ch  ca rr ie rs  m ay  ow n cla ss  B sh ar es  of th e co r
por at io n w ithout lim itat io n as  to  th e  am oun t of su ch  sh ares , and su ch  sh ares  s ha ll 
be  e lig ibl e fo r inc lus ion  in th e ra te  ba se  of th e  ca rr ie r to  th e  e x te n t all ow ed  by  th e 
Co mm iss ion.

(c) The  co rp or at io n is als o au th ori zed  to  iss ue  su ch  o th er nonvoting  secu rit ies, 
bo nd s,  de be nt ur es , an d o th er ce rt if ic at es  of  in de bte dne ss  as  it  m ay  de te rm in e.

(d) No  pe rson , or  co rp or at io n,  in cl ud in g su bd iv is io ns , su bs id ia ries , or  aff ili ate d 
co mpa ni es  su bj ec t to  it s dir ec tion  or co ntr ol , sh al l be  auth ori ze d to  ow n mo re  
th an  15 p er ce nt um  o f th e au th ori zed  cla ss A stoc k or  more th a n  25 per  c en tu m  of 
th e  ou ts ta nd in g  cla ss A stoc k.

(e) The  pr ov is ions  of sect ion 310 of  th e  Fe de ra l C om m un ic at io ns  Ac t of  1934, 
as  am en de d (47 U.S.C . 310),  sh al l be  ap pl ic ab le  to  ow ne rshi p of  s har es  o f sto ck  of 
bo th  cla sses  in th e co rp or at io n.

(f) The  re qu ir em en t of se ct io n 45 (b ) of th e D is tr ic t of C ol um bi a Bu sin ess 
C orp ora tion  Act (D .C . Co de,  sec . 29- 92 0( b) ) as  to  th e  pe rc en ta ge  of  stoc k wh ich  
a  st oc kh ol de r m us t ho ld in ord er  to  ha ve  th e ri ghts  of in sp ec tion  and  co py ing se t 
fo rt h  in th a t su bs ec tio n sh al l no t be  ap pl ic ab le  in  th e  case  of ho ld er s of th e stoc k 
of  e it her cla ss  of th e co rp or at io n,  wh o m ay  exerc ise  su ch  ri ghts  w ithou t re ga rd  to  
th e  pe rc en ta ge of stoc k he ld  in th e  co rp or at io n.

(g) Upo n su ch  te rm s an d co nd it io ns  as  may  be pr es cr ib ed  by th e  co rp or at io n 
and w ith  it s ap pr ov al  and th e  ap pro val of  th e Fed er al  C om m un ic at io ns  Co mm is-
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sio n, any co m m un icat io ns  co m m on  ca rr ie r may  ex ch an ge  sh ar es  of  cla ss A stoc k 
wh ich  it  ow ns  fo r cla ss B stoc k,  o r m ay  ex ch an ge  sh ar es  of  cla ss  B stoc k fo r cla ss  
A stoc k,  b u t no such  ex ch an ge  sh al l be  ef fecte d which  wou ld  re su lt  in a viol at io n 
of  su bs ec tio n (d) of th is  se ct ion.  If , up on  pet it io n by  an y su ch  ca rr ie r,  th e Co m
mi ssi on  fin ds  th a t th e co rp ora ti on  ha s un re as onab ly  de ni ed  it s ap pr ov al  or  a t
ta ch ed un re as on ab le  te rm s and  co nd it io ns  th er eto , th e Com miss ion may  aft er  
no tic e and  he ar in g compe l su ch  ex ch an ge  up on  su ch  te rm s and co nd iti on s as th e 
Co mmiss ion fin ds reas on ab le .

(h) Upo n ap pl ic at io n to  th e  Fed er al  Com m un icat io ns  Co mmiss ion by  an y 
co m m un ic at io ns  comm on  ca rr ie r an d up on  a  fin ding  by  th e  Co mm iss ion  af te r 
no tic e and  he ar in g th a t th e  publ ic  in te re st  an d th e  pu rp os es  of  th is  Ac t will be 
ad van ce d th er eb y,  th e  Com m ission  m ay  co mpe l an y co m m un ic at io ns  comm on  
ca rr ie r which  ow ns cla ss A or  cla ss  B sh ar es  in th e  co rp or at io n to  sell to  th e 
appli can t a nu m be r of sh ar es  of  e it her or  both  cla sse s det er m in ed  by  th e Co m
miss ion to  be  a re as on ab le  num ber in  th e  ligh t of est im at ed  pro port io nate  use of 
th e  corp ora tion’s faci lit ies an d o th er fa ctor s co ns on an t w ith th e  pu rp os es  of th is  
A ct  a t a pr ice de te rm in ed  by  th e  Co mmiss ion to  be  fa ir  an d reas on ab le . Th is  
po w er  sh al l not be  ex erci sed so  as  to  re su lt  in  a vio la tion  of  th e  prov isi on s of 
su bs ec tion  (d) of th is  se ct ion.

P U R P O S E S  A ND  PO W ER S OF T H E  C O R PO R A TIO N

Sec . 305 . (a) In  ord er  to  ac hi ev e th e ob je ct iv es  and to  car ry  ou t th e pu rpos es  
of th is  Act,  th e  co rp or at io n is or ga ni ze d to —

(1) pl an , in it ia te , co nst ru ct,  own, man ag e,  an d opera te  its el f or  in  con
ju ncti on  w ith  fo re ign gover nm en ts  or  bu sine ss  en ti ti es  a  commercial com
m uni ca tions  sa te ll it e sy st em .

(2) fu rn ish , fo r hi re , ch an ne ls  of co m m un ic at io n to  U nited  Sta te s com
m un ic at io ns  co mmon  ca rr ie rs  an d to  o th er au th ori ze d en ti ties , fo re ign  and
do mes tic .

(b) In cl ud ed  in th e  ac ti v it ie s au th ori ze d t o th e  co rp or at io n fo r ac co m pl ishm en t 
of th e  pu rp os es  in di ca te d in  su bs ec tio n (a) of th is  se ct ion,  ar e,  am on g ot he rs  no t 
spec ifi ca lly  na m ed —

(1) co nd uc t o r con tr ac t fo r r es ea rch an d de ve lo pm en t re la te d  to  it s miss ion;
(2) ac qu ire th e  ph ys ic al  faci lit ie s an d har dw ar e ne ce ss ar y to  its  o pe ra tion s,  

in cl ud ing co m m un ic at io ns  sa te lli te s,  ea rt h  st at io ns,  an d as so ciated  gro un d 
eq ui pm en t,  w he th er  by  co ns truc tion , pu rc ha se , or  gif t;

(3) pu rc ha se  sa te ll it e la un ch in g an d re la te d  se rv ice s fro m th e  U nited
S ta te s G ov er nm en t;

(4) contr ac t w ith auth ori ze d use rs,  in cl ud ing th e  U nited  Sta te s G ov er n
m en t,  for  th e se rv ice s of  th e  co m m un icat ions  sa te ll ite sy st em ;

(5) de ve lop pl an s fo r th e  num be r an d lo ca tion  of ea rt h  st at io ns , an d for  
th e  te ch ni ca l sp ec if ic at ions  of  all  el em en ts  of th e  co m m un icat io ns  sa te ll it e 
sy st em .

(c) To ca rr y o u t th e  fo re go ing pu rpos es , th e  co rp or at io n sh al l ha ve  th e  us ual  
po wer s co nfer red up on  a st ock  co rp or at io n by  th e  D is tr ic t of  Colum bia Bu sin es s 
C orp or at io n Ac t.

T IT L E  IV — M IS C ELLA N EO U S

A P P L IC A B IL IT Y  O F CO M M U NIC A TIO N S AC T O F 1934

Sec . 401. Th e co rp ora tion sh al l be de em ed  to  be  a co mm on  ca rr ie r w ith in  th e 
m ea ni ng  of sect ion 3(h)  of  th e  Com m un icat io ns  Ac t of  1934, as  am en de d,  and as  
su ch  sh al l be  fu lly  su bje ct  to  th e  prov is ions  of  t it le  I I  and  ti tl e  I I I  of  s ai d Act.

C O N D U C T OF FO R E IG N  N EG O T IA T IO N S

Sec . 402. Th e co rp ora tion  sh al l not  en te r in to  negotiat io ns w ith  any in te r
na ti onal ag en cy , fore ign  gov er nm en t, or  e n ti ty  w ithout a p ri or no ti fica tion  to  th e 
D epart m en t of S ta te , whi ch  will  co nd uc t or  su pe rv ise su ch  ne go tiat io ns . All 
ag re em en ts  an d ar ra ngem ents  w ith  an y su ch  ag en cy , gove rn m en t,  or  en ti ty  sh al l 
be  su bje ct  to  th e appro val  of  th e  D ep ar tm en t of S ta te .

SAN CTIO N S

Sec . 403. (a) If  t he  co rp or at io n cr ea te d purs uan t to  th is  Act sh al l en ga ge  i n or 
ad her e to  an y ac tion , pr ac ti ce s,  or  po lic ies  in co ns is te nt w ith th e  po lic y and  pur
po ses de clar ed  in se ct ion 102 of  t hi s Act,  or if th e  co rp ora tion or an y o th er pe rson  
sh al l vi ol at e any  pr ov is io n of  th is  Act,  or sh al l ob st ru c t or  in te rfer e w ith  any
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activities authorized by this Act, or shall refuse, fail, or neglec t to discharge his 
duties and responsibi lities under this Act, or shall thr eat en any  such violation , 
obs truc tion , interference, refusal, failure, or neglect, the  dis tric t court  of the  
Uni ted Sta tes  for any dist rict  in which such corpo ration o r other person resides or 
may be fo und shall have jur isdiction, upon pet ition of th e A ttorney General of th e 
United  States,  to grant such equ itab le relief as may  be necessary or appropriate 
to pre vent or term inate such conduc t o r t hre at.

(b) Nothing contained in this  sec tion shall be co nstrued as re lieving  any person 
of any punishm ent, liabil ity, or sanction which may  be imposed otherwise than  
und er this Act.

Execu tive  Office of the President,
Bureau of the  Budget, 

Washington, D.C., March 2, 1962.
Hon.  Oren Harris,
Chairman, Committee on Interstate and Foreign Commerce,
House o f Representatives, Washington, D.C.

Dear Mr. Chairman: This is in reply  to your request for comm ents on H.R . 
10115, a bill to provide  for the  establishme nt, ownership, operation, and regula
tion of a  commercial communications satel lite system, and for oth er purposes.

This bill was carefully prepared in consultat ion with  all interested departm ents  
and  agencies. It  is ou r view th at  the objectives discussed by the  Pres iden t in his 
let ter  of February  7, 1962, to the Speaker of the  House  will b est  be met by this 
bill. In par ticu lar,  the ownership provisions in H .R.  10115 will be more effective 
in strengthen ing  competition  in the  communicat ions industry than  would be the 
provisions  of otherwise similar  bills now before the  Congress.

In his lett er,  the President stated  h is convic tion th at  a  var iety of policy objec
tives  could best be met  throug h the medium  of a priv ately owned and opera ted 
comm unica tions  sa tellit e system.  Within this basic framew ork, the  bill contains 
features  with regard  to stock ownership and voting righ ts designed  to provide 
th at  t he  f rui ts of publicly financed space development prog rams will be available 
to all potent ial investo rs and  to insure th at  the  Communica tions  Satel lite Corpo
rati on’s policies and activ ities  are  no t dominated by any single stockholder. In 
addition, the  bill provides sufficient  auth ori ty for the President to insure th at  the 
nat ional interest in telecommunica tions  is safeguarded.

The Bureau of the Budget recom mends enac tme nt of H .R.  10115, as in accord 
with the  program of th e President.

Sincerely yours,
Phillip  S. H ughes,

Assis tant Director for Legislative Reference.

Government  of the District  of Columbia,
Executive Office ,

Washington, D.C., March IS, 1962.
Hon. Oren Harris,
Chairman, Committee on Interstate and Foreign Commerce,
L.S . House of Representatives, Washington, D.C.

My Dear Mr. Harr is: The Commissioners of the Dis tric t of Columbia have 
for report  H.R. 10115 and H.R . 10138, 87th Congress, ident ical bills to provide 
for the  estab lishment, ownership, opera tion, and  regulation  of a commercial 
communicat ions satelli te system, and  for other purposes.

The intent  of the  bills, as indicated in th e “Declaration of Policy  and Purpose,” 
is “to  es tablish in conjunct ion and in cooperation with other countries,  as expedi
tious ly as practicab le, a  commercial communications sa tellit e system, as part of an 
improved  global communicat ions network, which will be responsive to  public 
needs and  national objectives,  which will serve the  comm unica tion needs of the 
United States and other  count ries, and which will contribu te to world peace and 
und ers tandin g.” The bills d irect  th e Pres iden t of the United S tate s, the  National  
Aeronautics and Space Adm inist ration, the Federal Communications  Commis
sion, and  the  Department of State  to exercise specified superviso ry functions in 
connection  with the communicat ions satel lite system.

The bills (sec. 301) authorize the  c reation  of the Communica tions  Satellite Cor
pora tion , a corporation for profit  subject to the provisions of th e bills and to the
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extent  consistent with the  bills, to  th e Dis tric t of Columbia Business Corporation 
Act. The Pres iden t is author ized to designate inco rporato rs who are given the  
power to take all actions necessary  to  establish  th e Corporat ion,  including  offering 
of stock and filing of articles  of incorporation. The  bills conta in provisions for the 
election of directors and  officers and for financing the  corporation.

The Commissioners favor the enactment of this legislation with  the following 
amen dments:

1. Section 302, page 11, line 14, a fte r “incorporators” inse rt the  following: 
“who are to serve as the  init ial  board of directors u nti l th e first  annual meeting 
of shareholders or un til  t he ir successors are  elected and qualified” .

2. Section 304(a), page 12, line 21, aft er “sto ck”  inse rt the  following: 
“, without par value” .

3. Section 304(b), page  13, line 6, after “stock”  inse rt the  following: 
“, without  par  value” .

The  first of these  recommended  am endmen ts is to facilit ate  the organ izatio nal 
meet ing of th e Com munications Satell ite Corporat ion.

The  other recommended amendments  are  to minimize  the  license fee which 
would be required under th e Business Corporat ion Act. If the  par  value of the  
stock were $1,000 per share, as specified in the bill, the  license fee would be sub
sta nt ial  (D.C. Code, sec. 29-936(c) ). However, the stock could have a corporate 
book value of $1,000 p er share, without  par  value.

The  Commissioners hav e been advised  b y the Bureau of th e Budget that , from 
the stan dpoin t of the  adminis tra tion’s program , there is no objection to the sub
mission of this report  t o th e Congress.

Yours very sincerely ,
Walter  N. Tobriner,

President, Board of  Commissioners,  Distr ict of Columbia.

U.S. Department of J ustice,
Office of the Deputy Attorney General ,

Washing ton,  D.C., March 2, 1962.
Hon. Oren H arris,
Chai rman , Committee on Intersta te and Foreign Commerce,
House of Representatives , Wash ington, D C.

Dear Mr. Chairman: This  is in response to your reques t for th e views of the  
Depar tment  of Jus tice  concern ing the bill (H.R . 10115), to  provide for the  e sta b
lishment, ownership,  operation, and regu lation of a commercial comm unica tions  
satel lite system.

This bill, which would provide for the  crea tion of a private corporat ion to  
own and  operate such a system and  for the  responsib ilities of the  Federal  Gov
ernmen t with respe ct the reto, is identical with  a proposed bill t ran sm itted  by the 
Pres iden t to the  Speaker of the House on Feb rua ry 7, 1962, togethe r with  his 
reasons  for urging Congress to give i t prompt and  favorable  consideration .

The Depar tment  of Just ice  urges pro mp t ena ctm ent  of th is legislation as being  
of major nationa l importa nce  on the  basis of the  considerat ions set for th in the 
Pre sident ’s message of Feb ruary 7. The Departm ent has a par ticula r int ere st 
in those  aspec ts of the bill which would release the  full competitive vigor  of our  
privat e ente rprise sys tem  for the  att ain me nt,  as soon as possible, of a  communi
cations satel lite sys tem  meeting the  broa d range of public inte res t objectives 
which such a system can  subserve, and  which would adequa tely  p rovide for the  
Governm ent’s responsibilit ies in seeing th at  th is is accomplished .

On March  13, Assis tan t Atto rney  General Nicholas deB. Katzenbach plans to  
appear before the  c ommit tee in response to your inv ita tion. He will be pleased, 
at  th at  time,  to ampli fy the  views expressed herein, as well as respond to members’ 
questions .

The Bureau of th e Bud get has advised th at  enactm ent  of this legislation  would 
be in  accord with  the  program of the Presiden t.

Sincerely yours ,
Byron R. White , 

.Deputy  Attorn ey General.

82059— 62— pt.  2- -2
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N a tio n a l  Sc ie n c e  F o u n d a tio n ,
O f f ic e  o f  t h e  D ir e c t o r , 

Wa shing ton , D. C. , March  12, 1962.
Hon . O r en  H a r r is ,
Ch air ma n, Com mit tee on Inters tate an d Foreign Comm erce,
Ho use  of  R epresenta tive s, Wa shing ton , D.C .

M y D ea r  M r . H a r r is : Thi s is in fu rt h e r re pl y to  your  le tt er of F eb ru ar y  9, 
1962, re qu es tin g th e  c om m en ts  o f t he  N ational Science Foundat io n  on  H .R . 10115  
an d in resp on se  to  th e “ Not ice  of Pub lic H ea ring s”  fo rw ar de d to  th e  Found at io n 
by  th e C om m it te e on  In te rs ta te  and Fo re ig n Com merce  in dic at in g  th a t pu bl ic  
he ar in gs  on  H .R . 10115 an d on H .R . 101 38,  an  id en tica l bil l, wou ld  co mm ence  
M ar ch  13, 1962.

The  bil ls in  qu es tio n pr ov ide fo r th e  es ta bli sh m en t,  ow ne rship,  op er at io n,  an d 
re gu la tion  of a co mmercial co m m un ic at io ns  sa te ll ite sy stem . T hey  re pre se nt th e 
po si tio n of th e  ad m in is tr at io n on  th is  su b je ct an d appear to  const it u te  a  soun d 
ap pr oa ch  to  th e  pr ob lems invo lved .

The  B ur ea u of th e  Bud ge t ad vi se s us  it  ha s no  ob ject io n to  th e  su bm ission  of 
th is  re port  fr om  th e  st an dpoin t of th e  adm in is tr a ti on’s pr og ra m.

Sinc erely yo urs,
A la n T . W a ter m a n , Director .

Se c u r it ie s  and  E x c h a n g e  C om m is si on

H .R . 10115 wou ld au th or iz e th e cr ea tion  of a co rp or at io n fo r pr of it,  to  be 
kn ow n as  th e  Com m un icat ions  Sat el li te  C or po ra tion , for  th e  pur po se  of  fac ili 
ta ti n g  th e  de ve lo pm en t of a  co m m er ci al  co m m un ic at io ns  sa te ll it e sy st em  and of 
pr ov id in g th e  w id es t possible  p art ic ip a ti on  by pri vate  en te rp ri se  in  th e  de ve lop
m en t of su ch  a sy st em . Th e pr ov is io ns  of  th e bil l which  ar e of co nc er n to  th e 
Se cu rit ie s and  Exc ha ng e Co mmiss ion are  th os e which  de al  w ith  th e  fin an cing  of 
th e  pr op os ed  co rp or at io n.

U nd er  th e  bil l, th e  co rp or at io n,  w hi ch  wou ld  not be an  ag en cy  of  th e  U ni ted 
Sta te s,  wou ld  be  au th ori ze d to  iss ue  1 mill ion sh ar es  of  cla ss A st ock  and  10,000 
sh ar es  o f cl ass B  st oc k.  Th e cla ss A st ock  w ou ld  hav e vot in g righ ts  a nd  b e e lig ible 
fo r di vi de nd s and  could  be he ld  by  an y  pe rson . Class A sh ar es  wou ld  be iss ued 
in it ia lly a t a  pr ice of no t less  th an  $1 ,00 0 pe r sh ar e.  The  cla ss  B stoc k,  wh ich  
wou ld  car ry  no vo ting righ ts  and  be  eli gibl e for  no di vi de nd s ex ce pt  liqu id at in g 
divi de nd s,  co uld be he ld  on ly  by  co m m un ic at io ns  co mmon  ca rr ie rs  ap pro ved  by  
th e  Fed er al  Com m un icat io ns  Com m ission  to  ow n su ch  sh ares . U po n such  te rm s 
an d co nd it io ns  as  may  be ap pr ove d by  bo th  th e co rp or at io n and  th e  Fe de ra l 
C om m un ic at io ns  C om mi ssion , any  c om m un ic at io ns  c om mon  c ar ri er  m ay  ex ch an ge  
sh ar es  of  on e cla ss  fo r sh ar es  of  ano th er,  su bje ct  to  ce rt ai n  lim it at io ns em bo died  
in  t he bi ll co nc erni ng  the  max im um  num ber of  the  auth or iz ed  sh ar es  of ea ch  class 
th a t m ay  be  ow ne d by  an y pe rson . The Fe de ra l C om m un ic at io ns  Co mm iss ion  
wo uld als o be  au th ori ze d in  ce rt ai n ci rc um st an ce s to  co mpe l an y co m m un icat io ns  
co mmon  ca rr ie r which  o wn s cla ss A o r cla ss  B stoc k to  sell  to  any  o th er co mmun i
ca tio ns  co mmon  ca rr ie r a num ber  o f s har es  of ei th er  o r both  cla sse s as  det er m in ed  
by  th e Fed er al  Com m un icat io ns  Com m ission  to  be  re as on ab le  a t a  pr ic e to  be 
det er m in ed  by  th a t Co mm iss ion  to  be  fa ir  and reas on ab le .

The  C or po ra tion  wo uld also be  au th ori zed  und er  th e  bil l to  is su e o th er no n
vo ting  se cu ri ties , bonds, deb en tu re s,  and  ev iden ce  of  in deb te dnes s.  The  bill 
im po ses no re st ri ct io ns as to  wh o m ay  ow n su ch  se cu ri tie s.

The  bil l co nt ai ns a se ct ion whi ch  w ou ld  im po se  civ il sa nct io ns  fo r vio la tion  of 
an y pr ov is io ns  of  th e  bil l, an d wou ld  pro vi de  th a t noth in g in  th a t se ct io n shall  
be  co ns true d as  rel iev ing an y pe rs on of  any  pu ni sh m en t,  liab il ity , or  sa nc tion  
which  m ay  be  im po sed othe rw ise th a n  under  th e  bil l.

I t  ap pe ar s th a t th e  bil l is no t in te nded  to  ha ve  any ef fect on  th e  ap pl ic at io n of 
th e  Fed er al  se cu ri tie s law s to  th e  C orp ora ti on  or to  th e  se cu ri ties  of wh ich  it  is 
th e  iss ue r. The re fo re , it  sh ou ld  be  no te d  th a t,  abse n t th e  av ai la b il it y  of an  
ex em pt io n no w prov id ed  in  th e  F ed er al  se cu ri ties  law s, th e  se cu ri ties  iss ue d by 
th e  C orp or at io n wo uld  be su bje ct  to  th e  re gis tr at io n  pr ov is io ns  of th e  Se cu rit ies 
A ct  of 1933  an d th e qu al if icat io n pr ovi si ons  of th e  T ru s t In d en tu re  A ct  of 1939, 
and  th e  C or po ra tion  its el f wou ld  be  su b je c t to  th e  re port in g  re quir em en ts  of th e  
Sec ur it ie s Exc ha ng e Ac t of  1934. In  th is  re sp ec t th e  C orp ora tion wou ld be  in  
th e  sam e si tu a ti on  a s an y o th er  i ss ue r who se  o pe ra tions  a re  f inan ce d by  t h e  r aisin g 
of  cap ital  f ro m  pub lic  in ve stor s an d in  w ho se  sec ur iti es  th ere  is a w id es pr ea d pu bl ic  
in vest o r i n te re st . Thi s Co mmiss ion has  n o co m m en ts  a s to  t h e  m eri ts  o f th e  b ill.
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Small B usi nes s Adm in is tr at io n ,
Washin gto n, D.C., Mar ch  23, 1962.

Hon . Ore n  H arri s,
Ch airm an , Com mit tee on In ters ta te  an d Foreign Commerce,
Ho use  of  Repre sen tat ives, W as hing ton,  D.C .

D ea r  M r . C hair m an : I wish  to  th ank  yo u fo r th e  in v it a ti on , ex tend ed  by  
te le phone on  M ar ch  20, to  co m m en t on  t h e  le gi slat io n to  e st ab li sh  a sp ac e sa te ll ite 
co m m uni ca tion s sy st em . T he  im port ance of su ch  co m m unic at io n to  th e  fu tu re  
of ou r ec on om y,  in cl ud in g th e  sm al l bu sin ess se gm en t th er eo f,  can ha rd ly  be 
ex ag ge ra te d.

T he legi sl at io n is of co nc er n to  th e  sm al l bu sine ss  co m m unity  in  tw o pr in ci pa l 
re sp ec ts . F ir st , it  is es se ntial  th a t  al l pre se nt  an d fu tu re  co mm on  ca rr ie rs  wh ich  
qu al ify as sm al l bu sin ess co nc er ns , w ith in  th e  m ea ni ng  of se ct io n 2 of th e  Sm al l 
Bus ines s Act , ha ve  nondis cr im in at ory  use of, and  eq ua l acce ss  to , th e  co mm un i
ca tion s sa te ll it e sy st em  on  ju s t and  re as on ab le  te rm s an d co nd it io ns . Second , it  
is es se nt ia l th a t sm al l bu sine ss  co nc er ns  be  af fo rd ed  a fa ir  and re as on ab le  op po r
tu n it y  to  co m pe te  fo r an d sh are  in th e  contr ac ts  an d su bcon tr ac ts  aw ar de d fo r 
th e  co nst ru ct io n,  op er at io n,  m ai nte nan ce , an d re pai r of th e  sy st em .

I t  ha s be en  ou r ex pe rie nc e th a t , in th e  ab se nc e of la ng ua ge  cl ea rly  spel lin g ou t 
th e  sm al l bu sin ess po lic y of Con gr es s,  sm al l bu sine ss  co nc erns  ha ve  di ff icu lty  in  
ob ta in in g  eq ui ta bl e tr e a tm e n t under a s ta tu te . A cc or ding ly , al th ough th e  pro 
po se d le gi slat io n co nta in s gen er al  lang ua ge  pro hib it in g  dis cr im in at io n in  th es e 
tw o re sp ec ts , I su gg es t th a t it  wou ld  be de si ra bl e fo r th e  legi sl at io n to  co nt ai n a 
ge ne ra l st a te m en t of th e  co ng re ss iona l po lic y alon g th e  fo llo wing lin es :

“ I t  is th e  in te n t of th e  Con gr es s th a t sm al l bu sine ss  co nc er ns , as defin ed  by  
th e  Sm al l Bu sin ess Act , sh al l be  af fo rded  fa ir  an d re as onab le  opport un it y  to  
p a rt ic ip a te  in th e  ach ie vem en t of th e pu rp os es  of  th is  act,  to  sh ar e in  it s dir ec t 
and  in dir ec t be ne fit s, an d to  re ce iv e a fa ir  opport un it y  to  co m pe te  fo r co n tr acts  
m ad e by  th e C or po ra tion  an d  fo r su bco ntr ac ts  th ere under. ”

A nd  a re qu ir em en t alon g th e  fo llowing  lin es :
“ In  ca rr yi ng  out it s re sp on sibi li ties  to  in su re  ef fect iv e co m pe ti tion  by  th e  

C orp ora tion in its  pro cu re m en t,  th e  Fe de ra l C om m un ic at io ns  Co mm iss ion  sh ou ld  
consu lt  w ith  t he SB A and s ol ic it  it s re co m m en da tion s on  m ea su re s an d pr oc ed ur es  
whi ch  will in su re  th a t sm al l bu sine ss  co nc erns  ar e giv en  an  equit ab le  opport un it y  
to  s har e in th e  p ro cu re m en t pr og ra m  of th e  C orp ora tion fo r pro pert y  an d se rv ice s, 
in cl udi ng bu t no t lim ited  to  re se ar ch , dev el op m en t, co nst ru ct io n, m ai nte nan ce , 
and  re pair .”

I t  is m y ho pe  th a t th es e re co m m en da tion s will rece iv e fa vo ra bl e co ns id er at io n.
T he Bur ea u of th e  B udget  ha s ad vi se d th a t th ere  is no  ob je ct io n to  th e  su b

mi ssi on  of th is  re port  fr om  th e  st andpo in t of th e  adm in is tr a ti on ’s p ro gr am . 
Sin cere ly,

J ohn  E. H orne, Adm in is trat or .

The Chairman. These proposals would authorize the creation of a 
corporation which would contemplate  private ownership of the U.S. 
portion of such a system, not only by communications common 
carriers hut by members of the general public.

The bills seek to provide a broader base of ownership and control 
of the Satellite Corporat ion than do certain other proposals pending 
before this and othe r committees.

The other bills referred to this committee would approach this 
problem in varying ways. One would restrict the ownership of the 
American Corpora tion to communications common carriers whose 
eligibility as such has been certified by the Federal Communicat ions 
Commission.

Another would create  a Government corporation  and eliminate 
nongovernmental investors altogether.

Three weeks ago, as we all recall, the United States  made a tru ly 
significant achievement in the exploration of space. The orbital 
flight of Col. John H. Glenn, following in the wake of the exploits of 
Comdr. Alan Shepard and Capt. Virgil Grissom, was followed over 
radio and television by many millions of our people, and not only
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in the United States but throughout  the world. Perhaps never 
before have the vast po tentia l benefits to mankind from space utiliza
tion and technology been so strik ingly and dramatica lly demonstrated 
to the people in every corner of the  earth.

President Kennedy pointed  out the vital character of our Nation’s 
space program when he said—

With  the approval of Congress, we have underta ken  in the pa st year  a grea t 
new effort in the  United  Sta tes . Our aim is simply to be first  on the  moon. 
Space is a vast ven ture  of science, commerce, and  of worldwide cooperat ion, and 
thi s Nation belongs among the  firs t to  exploit it.

Even today, which will some day be regarded as the infancy of 
space technology, the use of space satellites for scientific information
gathering purposes has su bstan tially  advanced the science of weather 
forecasting and research. But at this point in our scientific progress 
it would be difficult to imagine a more significant, far-reaching, or 
practical ly useful application of space satellites than in the field of 
internationa l communications.

A global system for bringing closer together the people of the 
world by telegraph and telephone, by radio and television, holds out 
the promise of spectacular progress for the future—scientific, economic, 
social, and political.

So I think  it  should be emphasized tha t while many of our accom
plishments still lie in the future, the technological advances of the 
United States today in the field of space communications far surpass 
the known advances of any othe r nation.

The proposals before us today  are designed to transla te our tech
nological achievements into a practical, workable communications 
system.

H.R. 10115, as I mentioned earlier, and the identical bill introduced 
by Mr. Miller would create a privately owned corporation to operate 
the U.S. portion of the worldwide satellite communications system.

It  is anticipated tha t through agreements with author ities in other 
countries such an international system can be established within the 
next few years.

It  seems to me vital that the United States lose no time in pressing 
forward the initiative tha t we alone can now exercise.

Thus we come to the consideration of these proposals in an atmos
phere of some urgency. To be sure, there are some features of these 
proposals which are controversial. But I think it is im portant tha t 
the Congress act, and tha t it act soon.

Now, I would not suggest tha t these proposals be given hasty or 
superficial consideration. The consequences of the action of this 
committee in Congress will p roject far into the fu ture, and it is with a 
deep consciousness of our responsibility tha t we must examine the 
matter  before us today.

Careful consideration, however, must not preclude positive ac
complishment. Simply to find fault with these or other proposals, 
and to offer nothing of value in their place, is not  enough.

So this committee has a tremendous responsibility and an obliga
tion to develop and refine a proposal which will conver t the engineers’ 
dream of a global satellite communications system into a practical 
reality.

It  is with these considerations in mind, and with a clear sense of the 
responsibility now restng on this committee tha t we undertake con-
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sideration of one of the m ost important legislative proposals that has 
been referred to this committee  in a long time, indeed one of the most 
important of this generation.

I know tha t it  took a gre at deal of work and effort to bring together 
the  various interested forces in order to recommend something positive 
in this field. As I indicated a moment ago, there are certain contro
versial features, and no one knows this fact any b ette r than those who 
worked to bring these forces together. It  has  occurred to me tha t it  
certain ly would be helpful to the committee to have the man who is in 
the middle of it, and who is as familiar with all of these developments 
leading up to this concrete legislative proposal, and therefore knows 
as much about the proposal, in my judgment, as anyone else.

So I am glad on behalf of the  committee that we have with us today 
Dr. Edward C. Welsh, Executive Secretary of the National Aero
naut ics and Space Council.

This mat ter emanated from the Council, as is well known, and it 
was through tha t source that the various viewpoints were brought 
together into what we have before us today .

I am mindful of the fact,  Dr. Welsh, t ha t you have been ill, bu t we 
are very glad tha t you have recovered and are now back on your  feet. 
All of us hope and pray tha t you continue to improve and will be 
permitted  to continue your  work in this most im portant field.

We are glad to have you with us today, and we will be glad to have 
yo ur  tes timony in ticking off this important program.

I believe, Dr. Welsh, you have with you Dr. Charles Sheldon.

STATEMENT OF DR. E. C. WELSH, EXECUTIVE SECRETARY OF THE
NATIONAL AERONAUTICS AND SPACE COUNCIL, ACCOM
PANIED BY DR. CHARLES S. SHELDON II

Dr. Welsh. Yes; he is with me from my staff.
The Chairman. If you would like Dr. Sheldon to sit at the table  

with you, we would be glad to have him do so.
Dr. Welsh. Thank you very much, Mr. Chairman, for your kind 

■comments about the little difficulty I have had. And I am hopeful 
tha t this appearance here, my firs t time out, will have a therapeu tic 
-effect.

I have a brief statem ent.  Would it  be appropriate for me to read 
it  at this time?

The Chairman. If you choose, Doctor, you may proceed as you 
■desire.

Dr. Welsh. Tha nk you.
Mr. Chairman and members of the committee, it is with  pleasure 

th at  I respond to your invitation to testify before the distinguished 
members of this committee, on the subjec t of communications satel 
lite legislation. In fact, the pleasure is particu larly great, not  only 
because the P resident’s proposed bill is a p ractica l means for st ren gth 
ening our priva te enterprise system and developing our leadership in 
space, but also because this occasion marks, I trus t, the end of some 
weeks of hospi talization and enforced absence from du ty on my p ar t. 
I am, indeed, glad to be here.

In view of the stud y and analysis which you and your staff have  
undoub tedly made prior to my appearance here, my prepared sta te
men t is deliberately  brief and emphasizes primari ly the principles and
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procedures involved in the development of H.R. 10115 and 10138, 
which the President has recommended to the Congress.

In his le tter  of transmittal, the President said, in part :
One of th e most practical examples of our growing space competence is in the 

field of communications * * *. The proposed legislation which I am tran s
mitting with this letter will enable us to translate this communications compe
tence into actual performance. It  is, therefore, a measure of immense long-range 
importance.

It  certainly  is a ma tter  of long-range importance and it is likewise 
of immediate importance tha t we get the organization, the responsi
bilities, and the principles of performance start ed on the right track 
on the long-range benefits will be seriously modified.

As you know, the President issued a policy sta tement last July 24, 
which guided the basic features and essential objectives of the pro
posed legislation. Tha t policy was drafted under the auspices of the  
National Aeronautics and Space Council and was recommended unani
mously to the President by the s tatu tory members of tha t Council, as 
well as by the Attorney  General, the Chairman of the  FCC, the Di
rector of the  OCDM—the last three having been invi ted by the Vice 
President to participate in the policy deliberations.

Last  November, the Executive Secretary of the Council was asked 
to handle the responsibility of preparing a coordinated draf t proposal, 
for trans lating the aforementioned policy into the most effective and 
practical  means of performance. Many meetings were held and 
gradually constructive language evolved. The result is the admin
istra tion ’s proposed bill, H.R. 10115, or H.R. 10138, which you have 
before you.

I might point out, as a comment on procedure, that Council staff 
work in dra fting the proposed bill was similar to tha t employed in the 
preparation of the policy statem ent  and representatives of the same 
agencies participated in both  drafting assignments. However, the 
bill was not  subjected to formal agency clearance by the Council, but 
rather was recommended directly to the President for such time- 
honored procedure of in teragency clearances and comments regarding 
legislation, as the President saw fit to employ. With it s responsibility 
for attempt ing to eliminate duplication in the space program, it 
seemed particularly inappropria te for the Space Council to duplicate 
an interagency clearance procedure which was already in effect and 
has been formalized for many  years.

A summary of the provisions of a bill is, of course, no substitute 
for an examination of the language of the bill and I make no claim 
tha t the following summary is all inclusive. However, 1 thought it 
might be useful for the record to state,  as briefly as the subject matt er 
will permit, the main provisions of the President’s proposal.

H.R. 10115 and 10138 call for the passage of a new act, which 
would provide for the establishment, ownership, operation, and regu
lation of a commercial communications satellite system. It  would 
authorize the creation of a priva tely owned and profit-operated Cor
poration,  to be financed from the sale of securities to the public, 
which includes but is not limited to common carriers or otherwise 
chosen companies or individuals.

The President would designate the incorporators, who would arrange 
for the initial stock offering and  take such other actions as would be 
necessary, within the provisions of law, to get the Corporation started
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as such. It  would not be an agency or establishment of the U.S. 
Government, however, and would be subject to the pertinent pro
visions of the Communications Act of 1934, as amended, and of the 
District of Columbia Business Corporation Act.

The Corporation would have a Board of Directors, elected annually 
by the s tockholders of class A stock, with no such stockholder eligible 
to hold more than 15 percent of the authorized or 25 percent of the 
outstanding  class A or voting stock and with no such stockholder 
eligible to vote for more than two candidates for membership of the 
Board of Directors. While class A stock is the only voting and 
dividend-receiving stock, provision is made for other types of securi
ties, such as class B stock which could be owned only by communica
tions common carriers so authorized by the Federal Communications 
Commission.

The purposes and powers of the new Corporation would include 
furnishing, for hire, channels of communications to authorized users, 
ownership of satellites, ground terminals, and other facilities essential 
for its operation, management, and interconnection with terrestria l 
communications systems; conducting or contracting for research and 
development; and purchasing satell ite and launching services from the 
U.S. Government.

The bill would provide author ity and responsibility for the Presi
dent, the FCC, and other agencies of the Government, in supervision, 
regulation, guidance, and assistance, to assure tha t the policies and 
purposes of the act were carried out effectively and expeditiously. 
The proposed legislation would increase the responsibilities of the FCC 
and specify the respective functions of Government rath er than leave 
such responsibilities vague to the investors and management of the 
Corporation as well as to the respective governmental agencies.

Among the policy requirements included in this bill are global 
coverage, cooperation with other  countries, expeditious development 
of an operational system, provision of service to economically less 
developed countries, as well as to more highly developed countries, 
efficient and economical use of the frequency spectrum, nondiscrimina- 
tory  access to the system by authorized users, maximum competition 
in the acquisition of equipment and services utilized by the system, 
and strengthening of competition in the communications industry.

The basic principles of the bill, which I want to emphasize, can also 
be stated briefly. They are:

1. Priva te enterprise, operated for profit, with the anticipated 
benefits in efficiency which so often characterize private ownership 
and private initiative, including competitive procurement of equip
ment and services;

2. Protection of the public interest, through Government regula
tion and such policy and technical coordination as our national and 
internationa l interests require;

3. Reasonable maximization of opportunity  for private savings to 
nourish this great venture and to obtain returns  from such investment 
through broad public sale of the voting and dividend-sharing stock;

4. Reasonable minimization of domination or control of this national 
asset on the part of any individual, company, or priva te concentration 
of economic power, by limitations on the amount of voting stock or 
directors subject to such control and by the broad-base ownership 
provision, which grea tly lessens the  opportunity  for  financial domina-
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5. Increasing th e availability of pr ivate  investment, by not rest rict
ing the qua ntity of such investment to tha t amount which could be 
raised by a few chosen companies; thereby decreasing the likelihood 
of the need for Government subsidy of the operating c ompany;

6. Speed of action, by author ization  of a corporate struc ture for 
managing an operational system, prior to the completion of the  init ial 
tests and experiments as to  the  technology and equipment required, 
thus avoiding unnecessary delays, providing flexibility of funding, and 
instituting  cooperation with the  responsible agencies of th e Govern
ment.

7. Delineation of au thority and responsibility, rather than  leaving 
uncertain who is responsible for what , in the Corporation and in the 
Government;

8. Coordinated action through legislation, so as to make doubly 
clear to the world tha t the United State s is committed to success in 
this field, on the basis of private en terprise, nondiscriminatory access, 
freedom of investment,  and broad public benefit;

9. Foreign participation, through investment in the Corporation 
up to the maximum permitted by law, through ownership and manage
ment of ground facilities abroad, and through nondiscriminatory 
access to the system’s use;

10. Recognition of the rate-base  practices of regulated companies 
in the communications field by providing a class of nonvoting stock 
for authorized carriers, which investment  would be subject to the 
regular rate-base treatment, similar to tha t accorded othe r capital 
investments by the FCC.

Those are the basic features of the proposed legislation, as I see 
them.

I have no intention of initiating any comparison of H.R.  10115 and 
10138 with othe r bills or proposals. I might st ate  generally, however, 
tha t we did, during our delibera tions, give thought and consideration 
to a wide range of alterna tives and, afte r weighing and analyzing, we 
came out with the proposal before you.

So far as financing is concerned, the basic alternatives seemed to 
be Government ownership, financial domination by one company, or 
private  broad-based ownership. We decided upon the last, for reasons 
which seemed both practical and democratic, I am confident that  all 
the members of the committee have, at one time or another,  partic i
pated in a director’s meeting, a fundrais ing conference, or other similar 
affair in which the amount of money an individual could provide  had 
more effect upon a policy decision than the number of votes he had. 
Some of you may even have observed a game of cards in which the 
advantage lies heavily with the person with the most chips. In any 
event, the taxpayers have financed in excess of 90 percent  of this space 
communications competence and I believe they are entitled  to benefit 
directly and materia lly as investors, if they choose to do so.

It  has been argued, ineffectively in my judgment, tha t broad-based 
ownership might have an adverse effect upon the qual ity of the 
management and of the technical staff of the new Corporation, and 
also tha t it might prompt unreasonably high charges for communica
tion services via satellites. I have been advised tha t few' companies 
have as broad-based ownership as does the American Telephone <fe 
Telegraph Co., for example, and also tha t many of those stockholders 
are not communication experts. I have been further advised tha t



COMMUNICATIONS SATELLITES 365

this widely dist ributed stockownership has neither  caused that com
pany to be particularly inefficient nor has it been the reason why 
communication rates are at the levels they  are  now.

In my view, every reasonable effort will be made to get the most 
competent management and the most t alented technicians obtainable, 
regardless of how wide or how narrow the ownership base may be. 
However, I do believe that  there is a somewhat greater pressure for 
efficiency from wide-based stockownership than  exists when a com
pany is in effect a subsid iary of or dominated by  a single large interest.

In the m atte r of whether the new Corporation should or should not 
own the ground stations, the answer in favor of such ownership was 
based upon the principles of greater efficiency, avoidance of duplication 
from unilateral action on the par t of individual carriers, and easier 
compliance with the nondiscr iminatory access principle.

I might add, however, th at  the bill before us and the bill which I 
have been discussing does n ot preclude ownership of ground stations 
by companies other than  the  Corporation proposed.

With those somewhat  capsuled comments, I conclude my prepared 
statement.

Thank you, Mr. Chairm an, and members of the  committee for the 
opportunity  to appear  before you during these deliberations.

The Chairman. Thank you, Dr. Welsh. I want to compliment 
you on a rather brief bu t yet clear and precise state men t on the 
subjec t, giving us the background of how the proposal was developed.

Dr. Welsh. Thank you, sir.
The Chairman. I am sure there will be a good many questions,, 

because I know the members share the view that  I have, tha t this 
subject should be fully developed.

In order tha t we might be able to give everybody some time and 
opportuni ty for questioning, I would like to ask from the  membership 
of the committee if there would be any objection to limiting the first 
round  of questions to, say, 10 minutes  per member. Some, of course, 
migh t not use that much time and some, if we didn’t have it, would use 
a lo t more time.

Mr. Rogers of Florida. Five, Mr. Chairman.
Mr. Springer. I will no t object to 10 minutes.
The Chairman. On the subject of 5 minutes, sometimes the question 

and the answer takes over 5 minutes. And sometimes the question 
alone takes up a good pa rt of the 5 minutes.

If the membership, then, would agree, and if there is no objection, 
we will limit the first round to 10 minutes. In my judgment, tha t 
would virtually take care of almost everything t ha t could be asked by 
the time we hear  from all the  members.

Mr. Williams?
Mr. Williams. Dr. Welsh, on page 4 under paragraph 9 re lating to 

foreign partic ipation, I will ask this question: Would class A stock be 
made available to foreign investors?

Dr. Welsh. That is the anticipation, sir, yes, up to the maximum 
amount provided by law, which is 20 percent, I believe, of total foreign 
participa tion.

Mr. Williams. Now, one individual foreign investor, could he buy  
up 20 percent of this  stock?

Dr. Welsh. I would think tha t if he did—th at would, first of all, 
exclude the possibility  of any other foreign investor buying in it, bu t
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in addition lie is subject to this 15 and 25 percent provision which is 
in the proposal in regard to class A stock ownership.

Mr. Williams. In other words, the  bill limits foreign partic ipation 
to 20 percent of the  class A stock?

Dr. Welsh. That is my understanding, sir.
Mr. Williams. Is tha t sufficient to obviate the danger of foreign 

control over this corporation?
Dr. Welsh. I would think so, sir. Also, I believe tha t the Com

munications Act excludes the possibility of foreign directors.
Mr. Williams. Tha t is all I have, Mr. Chairman.
The Chairman. Mr. Springer?
Mr. Springer . Mr. Secretary, H .R. 10115 incorporates your think 

ing on this m atter?
Dr. Welsh. Yes, sir.
Mr. Springer. Was this bill submitted to the National Aero

nautics and Space Council before you brought it down here?
Dr. Welsh. I made a statement tha t I thought explained that , 

sir.
The answer to your question is tha t it was not formally presented 

to the Space Council. It  was transmitted  by the Chairman of the 
Space Council to the President, and the President used his own 
procedure for circulating it to the members of the Space Council as 
well as other members of the agencies of the Government to get 
their opinion.

Mr. Springer . And this was n ot cleared with the National Aero
nautics and Space Council? Th at is my question—yes or no— 
tha t ought to be pretty  simple.

Dr. Welsh. It  sounds simple as stated, sir.
Mr. Springer . Was it or was it not? You have a record? Are 

you the executive secretary or not?
Dr. Welsh. I will take the questions  in their order.
The answer to whether I am executive secretary is “ Yes.”
Mr. Springer. You ought to have a record of whether or not it 

has been cleared with tha t Council, should you not?
Dr. W elsh. The answer is “ No,” I said so in my s tatement.
Mr. Springer. That is what I wanted to know. It  hasn’t been 

cleared. That is what 1 wanted to find out.
And vet you are bringing this up here as being the bill, I presume, 

recommended by the National Aeronautics and Space Council, is that 
true  or not?

Dr. Welsh. No, sir.
Mr. Springer. Did you have any  contact  with the Federal  Com

munications Commission in writing this bill?
Dr. Welsh. Representatives of the Federal Communications Com

mission sat in all of the meetings, I think every one of them, and 
contributed substant ially to the content of this bill; yes, sir.

Mr. Springer. Did they submit this bill or recommend this bill?
Dr. Welsh. The bill was submitted  by  the President of the United 

States, sir.
Mr. Springer. Was this bill approved by the Federal Communi

cations Commission? If you don’t know you can say so.
Dr. Welsh. The procedure—and I will have to  answer you in some 

detail—the procedure for clearing this bill was-----
Mr. Springer. It  was not recommended bv the FCC, isn’t tha t 

true? If you want to be t ruthful, isn’t tha t so?
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Dr. Welsh. I certainly want to be truthful, Mr. Congressman. 
Mr. Springer. Well, was it?
Dr. Welsh. I did not handle the  question and the procedure of 

clearing and, therefore, I can’t tell you exactly what the FCC said. 
It  is mv unders tanding tha t the FCC was no t in agreement with all 
of the provisions of the bill.

Mr. Springer. In fact, the FCC recommended an entirely different 
approach, didn’t they?

Dr. Welsh. I am not in agreement with the state men t tha t they 
recommended an entirely different approach. I th ink their testimony 
in the other  body would indicate that  they recommended an approach 
tha t was not entirely different, but  had very many  similarities, as a 
matter  of fact.

Mr. Springer. Let me ask you this: Who was the Chairman of the 
National Aeronautics and Space Council?

Dr. Welsh. The Vice President of the United States.
Mr. Springer. Does he approve this bill?
Dr. Welsh. He commended it to the President.
Mr. Springer. Formally?
Dr. Welsh. Formally, at time of its transmitta l.
Mr. Springer. After this Corporation is formed, what  part  will 

you play?
Dr. Welsh. As an individual, sir?
Mr. Springer. No, 1 am talking about as the Nationa l Aeronautics 

and Space Council.
Dr. Welsh. As to general policy recommendations to the Pres ident 

I would assume we would continue to have tha t role.
Mr. Springer. Actually 99 percent of every thing having to do with 

this would be handled by the Federal Communications Commission 
once this Corporation is in effect, isn’t tha t true?

Dr. Welsh. Tha t I would not agree with, sir.
Mr. Springer. Would you sav 95 percent?
Dr. Welsh. I wouldn’t know what the percentage is. The launch

ing for example would not be handled by the FCC.
Mr. Springer. Let’s say after launching.
Dr. Welsh. We don’t know how long the satellites are going to 

stay  up. You might have relaunching, so I can’t say.
Mr. Springer. All of this is going to be handled by the Com

munications Commission, isn’t it?
Dr. Welsh. The communications are sroing to be handled by the 

private  companies and regulated by the FCC.
Mr. Springer. Actually, there is so little  in this bill th at has to do 

with you tha t the House Space Committee is not even holding hearings 
on this bill, i sn’t t ha t true?

Dr. Welsh. I don’t know what the reason is, sir.
Mr. Springer. What I say is true, isn’t it? They are not holding 

any hearings on this bill because th ey have said in effect that this is a 
communications m atte r?

Dr. Welsh. I don’t know tha t, I can’t answer your question.
Mr. Springer. Tha t is all, Mr. Chairman.
The C hairman. Let the Chair say that we have a procedure in th e 

House under the House rules under which th e Speaker of the  House 
refers all bills according to the preponderance of jurisdiction. The 
Speaker of the House referred the bill to this committee. I want to
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say here, so tha t it will be perfectly understood, that the chairman 
of the  House Committee on Science and Astronautics was advised of  
these hearings. The members of tha t committee were invited, and 
they did not desire to si t in on the hearings.

I might say tha t the chairman of the  committee did assign one of 
their s taff members here and he is sitting  in on these hearings with us.

Mr. Rogers?
Mr. Rogers of Texas. May  I reserve my time?
The Chairman. Mr. Schenck?
Mr. Schenck. Is it my understand ing tha t stock in this company 

would be subject to the rules and regulations and procedures of th e 
Securities and Exchange Commission?

Dr. Welsh. Tha t would be my understanding, jus t as with any 
other priva te corporation; yes, sir.

Mr. Schenck. Then the issuing of this stock, class A stock for 
public consumption, would have to meet all of their requirements  as 
set out by the Securities and Exchange Commission?

Dr. Welsh. I would think so, sir.
Mr. Schenck. Is there any place in this bill which sta tes that?
Dr. Welsh. No. I would think tha t unless there is a specific 

mention tha t it is excluded from some existing law, tha t the law would 
prevail, that is my understanding, and tha t is our understanding.

Mr. Schenck. Have you any thought how long it would be before 
investors in class A stock would receive any dividends?

Dr. Welsh. I wouldn’t want to try to predict, sir, how long. I 
can’t tell.

Mr. Schenck. Is there any suggestion or th inking or recommenda
tions as to the price per share of class A stock?

Dr. Welsh. There is in the  bill. The bill proposed a price of 
$1,000 a share. I did not, however, mention that as one of what I 
considered the principal elements of the bill. I don’t consider t hat  
to be a major factor, the exact price.

Mr. Schenck. Do you think tha t the limita tion of $1,000 a share* 
would permit the widespread purchase of such stock?

Dr. Welsh. I am confident that it would permit some widespread, 
quite widespread, purchase, yes. There is a widespread purchase of 
other securities tha t are priced at $1,000, primarily bonds, but if we 
could get a wider spread base through a lower price of the stock,, 
why I would think tha t would be certainly a reasonable thing to* 
consider, sir.

Mr. Schenck. In other words, you feel t ha t i t would be very help
ful to have the greatest number of people holding shares of stock in 
this corporation?

Dr. Welsh. I don’t like to suggest even th at there be qualifications 
for people who should invest in our private corporations. If I were 
going to suggest one, I would say anyone who is a taxpayer might be 
entitled. But  I wouldn’t even suggest tha t. The taxpayers, how
ever, have initiated this, and I think they ought to have a chance to* 
invest  if they so choose.

Mr. Schenck. So if the price of the stock per share were lower, 
that  would permit more part icipat ion by a greater number of people?

Dr. Welsh. I think this is quite correct. Could I add one po int 
to tha t? I would want to make certain that the prospectus, the ex
planation  of the nature of the investment, were made very clear, so
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th at  i t was not the understanding of individuals that there would be 
immediate  receipt of dividends in a new development of this nature . 
If tha t were perfectly clear, then I would see no reason why the price 
of the stock couldn’t be lower.

Mr. Schenck. Do you feel that  it  might be a period of years before 
the owners of the class A stock would receive any dividends, is tha t 
correct?

Dr. Welsh. Yes. This is not  an uncommon thing, as you are 
fully aware, in a new business in the United States  or a development 
of a portion of a new business.

Mr. Schenck. Do you see any legislative effort in the  setup of 
this organization which apparently is going to prevent the  people who 
have the technical know-how to be relegated to a nonvoting position, 
and do you feel tha t this is just an effort in this approach to only 
encourage people to invest sums of money on the possible chance 
tha t in 5 or 6 years they might  make a profit?

Dr. Welsh. Well, there are two parts of that question, sir.
First , of all, there is nothing in the bill tha t would prevent those 

who have know-how from investing in the business. They certainly 
I can invest in the business, they are enti tled to invest—if you take the 

communications carriers themselves as being people with the know
how, which I certainly  thin k they are, they are entitled to invest in 
both the  class A and the class B stock, so they are not excluded.

Second, I think that there is every evidence that  this will be a 
profitable venture. And I say tha t with a good deal of assurance. 
Anything tha t has an expanding demand for the  product and an 
increasing and improving technology is very likely to be a profitable 
venture,  and one tha t would be very encouraging to those who would 
want  to invest.

Mr. Schenck. Of course, communications through satellites are 
going to be in competition with undersea cables, are  they not?

Dr. Welsh. I would think  they would complement by adding to 
the total  service. I wouldn’t call it competition.

Mr. Schenck. And these undersea cables already have a tre 
mendous investment tied up in them?

Dr. Welsh. Yes. And I would think they would continue to 
be used and perform a great deal of service. The satellite method 
is a way of meeting by modernity and new techniques and new 
technology the expanding demand in the future  for communications, 
without excluding the use of the cables. There is no thought of 
doing the latte r, sir.

Mr. Schenck. The possibility of a profitable return , however, is 
purely speculative on this class A stock,  is it not?

Dr. Welsh. It  is not purely speculative, but we couldn’t say jus t 
when dividends would be paid. I think it would be a good investment.

Mr. Schenck. I would say, Dr. Welsh, tha t some several years  
ago it was mv privilege to serve as a member of the Subcommittee 
on Commerce, and at that time we had a great  deal of discussion 
about  the sale of uranium stocks which had widespread appeal on 
a speculative basis, and in which a tremendous number of people 
lost a lot of money. This legislation, which you, Dr. Welsh, are 
recommending here today, could easily develop the same result.

That is all, Mr. Chairman.
The C hairman. Mr. Friedel?
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Mr. F riedel. Dr. Welsh, will you give the basic reason why you 
want to have two classes of stock?

Dr. Welsh. The basic reason for the two classes of stock is to 
provide one form of security, the B stock, which will permit the 
carriers to have investment reflected in their rate  base, as is common 
for investment on the part of carriers, and at the same time have a 
broad base ownership in the other type of stock.

If you had, for instance, class A stock which could also be reflected 
in a rate base, and you had a broad base ownership, you would be 
treating inequitably some stockholders as against others, because 
some stockholders don’t have any rate  base to reflect it  in.

Mr. F riedel. The A stock wouldn’t have a rate  base.
Dr. Welsh. Tha t is my understanding. But we have provided the 

B type in order to have this provision for the carriers to reflect it in 
the rate base.

Mr. F riedel. Where do you think  most of the money would come 
from, from individuals, or from these big corporations that have com
munication facilities?

Dr. Welsh. I think i t will come from both, sir, and in considerable 
amounts.

M r. Freidel. Which one do you think would provide the most?
Dr. Welsh. I think that the carriers themselves would provide the 

most. And I gather from various statements made and testimony 
previously heard in other places tha t the carriers are very much 
interested in the communications satellite business. 1 would think 
they would want to invest in it. I haven’t heard any carriers that 
weren’t interested in the expansion of the communications satellite 
business. They  may have had an interes t in this type of a bill or 
tha t type of a bill, but they have all been interested.

Mr. Friedel. Tha t is my opinion, too. But I would like to know 
where the money would come from?

Dr. Welsh. I think some of it would come from them, and I think 
we have a large amount of available savings in this country which is 
being invested daily, and I think  here is something with a greater 
assurance of a future than many of the stocks tha t are being offered 
on the market today.

I would think, therefore, that  savings would come from a large 
number of other areas.

Mr. Friedel. The reason I asked the question was this: As 1 see it, 
I think most of the money would come from the carriers, and they 
would be limited under class B stock to certain ra tes, while the class A 
stock would be unlimited as far as dividends are concerned. Wouldn’t 
tha t have some effect on the users of the satellite communications 
system?

Dr. Welsh. As for the ownership of the class B stock, the investors 
would be the carriers; they would be the only ones to buy the class B 
stock. They would get the benefit in the form of an addition to the 
rate base so they would get a return on their investment in that 
fashion, which is standard practice in the communications industry. 
Those investing in the class A stock would not get it back through a 
reflection in a rate base, bu t would get it back through a payment in 
a dividend, but not an unlimited dividend because of the rate  control 
through the FCC.

Mr. F riedel. There is no limit  on class A stock, is there?
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Dr. Welsh. There is no specified limit, but  it would be subject to 
the controls of the FCC.

Mr. F riedel. If they wanted to declare an 8-percent dividend or 
even a 15-percent dividend, could they do that?

Dr. Welsh. I think  this would direct the attention of the FCC to 
examine the dividend rate and see if the charges to customers shouldn’t 
be lowered if the dividend were getting unusually high for the com
munications  industry.

Mr. F riedel. As 1 understand the bill, the class A stock would 
have the voting rights and they would have the management, and 
natura lly these people would be the ones who want to get their money 
out of it, whereas the class B stockholders are limited to the rate. 
And I don’t see anything  in this bill to limit the class A as far as div i
dends are concerned if the  carrier is making money.

Dr. Welsh. Except as the rates are controlled, the prices at which 
the services sold by the Corporation are subject to the FCC control, 
and if those rates were so high tha t they would bring in unusually 
large dividends-----

Mr. Friedel. Can ’t the owners of the class A stock tell the carriers 
what  they have to pay for it?

Dr. Welsh. The managers of the Corporation-----
Mr. F riedel. Yes; the owners of the class A stock.
Dr. W elsh. Would determine the rates at which they are selling 

the satellite service to the carriers. This would be subject to FCC 
determination.

Mr. Friedel. Would it be? Tha t is the point I want to make.
Dr. Welsh. There are specified in the bill cer tain functions which 

the FCC has. And among those, of course, is on page 10 of the bill—
prescribe such accounting  regula tions and system s a nd engage in such ra tem aking  
procedures as will insure th at  any economies made possible by a comm unication s 
satel lite system are app rop ria tely  reflected  in rates for public  communications 
services.

This indicates tha t if there are economies developed through the 
use of this satellite system—and we would certain ly think  there 
would be—tha t eventually they would be reflected in lower ra tes for 
communications.

Mr. Friedel. If they  could get more business they would lower 
the rate, but still there would be no limit by the FCC as to the 
dividends the holders of the class A stock would have?

Dr. Welsh. There is no prescribed maximum, sir, but if there is 
a control on the charges tha t they can sell their services for, and 
large profits are being made, I would assume tha t they would take  
action to lower the cliarge for their services. And this, in a sense, 
would have an effect of lessening the tota l amount available for 
dividend payment.

Mr. F riedel. I am not going to pursue it any further. Thank you 
very much.

Tha t is all, Mr. Chairman.
The Chairman. Mr. Younger?
Mr. Younger. Dr. Welsh, I take it from your testimony that  you 

have considered this a private corporation tha t is set up by this bill?
Dr. Welsh. Yes, sir; all the investment in it would be private .
Mr. Younger. Did you ever hear of a private  enterprise corpora

tion launched by the President of the United States  and with the 
control of the incorporators by the Presiden t?
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Dr. Welsh. I don’t know if I have or not, bu t my point still is, 
all the  ownership would be private.

Mr. Younger. Control will probably be in the incorporators tha t 
are nominated by the President, would it not?

Dr. Welsh. No, sir.
Mr. Younger. Why?
Dr. Welsh. Because thei r only function is to set i t up and see tha t 

the class A stock can be sold, and their function ceases at tha t point.
Mr. Younger. Did you ever see a corporation set up by a group 

whose function ceased afte r the corporation was set up?
Dr. Welsh. Yes, sir; and I have helped set up a number of them 

where th at happened.
Mr. Younger. Private corporations?
Dr. Welsh. Yes, sir.
Mr. Younger. Do you still contend tha t with the President ap

pointing all the incorporators i t still is a private corporation?
Dr. Welsh. Somebody has to get it started , sir.
Yes, the entire stock, as soon as the incorporators make provisions 

for the sale of stock, and so forth, and the stock is sold, then the 
stockowners, the stockholders, have the voting rights to vote their 4 
directors and so forth, and they control the corporation from then on.

Mr. Younger. There is no provision in the bill to prevent the 
election as directors the ones the President appointed, is there?

Dr. Welsh. I would think  there might be a little difficulty to tha t 
if they weren’t stockholders.

Mr. Younger. Natural ly they  would be stockholders.
Dr. Welsh. Well, if they  were stockholders I doub t if they could 

also be members of the Government.
Mr. Younger. They d on’t have to be members of the Government, 

the President can take anybody he wants to out  of the  body politic.
Dr. Welsh. That, of course, is very true.
But  I would think tha t those who are investing their money in it 

would want to have the primary say in who was to be-----
Mr. Younger. You a re not tha t naive about priva te corporations, 

are you?
Dr. Welsh. I am pret ty naive, sir.
Mr. Younger. You know tha t the stockholders don’t always 

nominate and elect the directors, do they?
Dr. Welsh. Well, I am under the general impression tha t the 

stockholders nominate, or their representatives nominate, and they, 
in fact, do vote for the directors of the private  corporation. I am 
certain tha t the Government doesn’t, which I think is your point, sir.

Mr. Younger. Tha t is right. And you have proxies, and the 
proxies are usually in the hands of the directors so long as the corpo
ration runs all right, are they  not?

Dr. Welsh. It  isn’t always as democratic as we would like, I  am 
sure.

Mr. Younger. It  is democratic until someone wants to protest.
Bu t I  know of no corporation in my experience th at  had to have the 

President of the United States sta rt it in order to get it in operation 
or to sell the stock.

Dr. Welsh. I think th at  is quite true. I think  we also have a 
new situat ion here. We have few corporations that  are initiated 
through the taxpayers’ investment in the technology, in the develop-
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ment of its competence before the private investors get into the 
picture. So someone has  to star t it.

Mr. Younger. How about the atomic energy corporations that  are 
now operating , who put  the money in the technology to create the 
atomic energy to s tar t with?

Dr. Welsh. Of course your analogy is now with a nonprofit cor
poration , is it not?

Mr. Younger. No, a private profitmaking corporation.
But  the Government put thei r money in developing the technology 

of the atomic energy in the first instance.
Dr. Welsh. Yes.
Mr. Younger. And now it is operated  by priva te enterprise 

generally over the country. We had tha t out in an argument on the 
Hanford  plant  before the Congress last year.

Dr. Welsh. This has happened before, sir. I didn’t mean to 
indicate tha t there hadn’t been occasions where the Government 
had n’t invested money in synthetic rubber, for instance, and other  
other items of tha t sort, and eventually it was disposed of and sold 
to the private interests.

But in this case, the Government isn’t even taking over the owner
ship of the stock or the facilities or anyth ing else in this Corporation; 
so it doesn’t have to make that  sale.

Mr. Younger. We have airplanes tha t were developed, also by 
tax money, and they are built by private enterprise. There is nothing  
at all new in that.

One of your claims is that  you want to get a widespread holding of 
this stock, isn’t it?

Dr. Welsh. I see much merit in that, sir; yes, sir.
Mr. Younger. And the stock is limited to a million shares, isn’t it, 

by your bill?
Dr. Welsh. Yes, sir.
Mr. Younger. At $1,000 a share.
Did you ever hear of a corporation star ting  out to get widespread 

ownersliip with stock at $1,000 a share?
Dr. Welsh. I don’t believe 1 ever did, sir.
Mr. Younger. No, and I don’t think anybody else ever did.
Dr. Welsh. 1 never before heard of a corporation setting  up com

munications satellites cither, sir.
Mr. Younger. It  looks to me like th at was set up for the “ fat ca ts” 

to buy.
Dr. Welsh. Well, maybe the price should be lower, sir.
Mr. Younger. If you want widespread ownership, how many 

stockholders does the  A.T. & T. have now?
Dr. Welsh. I thin k they are in a bette r position to  t esti fy on tha t 

than I am, but I have heard several million.
Mr. Younger. It  is close to 3 million, I believe.
Here you are proposing only for 1 million shares, and tha t isn’t 

widespread ownership, when you consider tha t all of the  communica
tions corporations tha t are interested in this probably have a stock 
ownership representing maybe 5 million as an estimate—we will get 
the facts, but I will say tha t is probably a conservative estimate. 
When you take all of the communications companies, RCA. American 
Telephone, and Internationa l Telephone, all of those which are in-
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ter es ted , and  here y ou are  t ry in g to lim it it to  a  mi llion , and you  claim  
it  is w idespre ad. There  is  no thing  w idespread  in th is at  all.

Dr . W els h. It  is a lot  mo re wid espread  th an  if it is lim ited  just to  
th e car rier s, th at  is obvio us.

Mr . Younger. N o, the stockh old ers  of the car riers would get the  
benefi t of th is in ves tment, i f th ere is a ny  bene fit in  the  way of ea rnin gs; I 
refer to stockholders of all th e carr iers . And  it  would be a widespread  
bene fit ove r at least five tim es  w ha t it wou ld be here .

Dr . W els h. I ca n’t agree wi th  th at , sir, because one  of the sto ck 
holders might be—and I do n’t know wh eth er it wou ld or no t—bu t it 
might  be General  Elec tric on th e same prin ciple th a t you  are using 
th e arg um ent for RCA , so the stoc kho lders, the large  numb er of 
stockholde rs in Gen eral  Elec tri c also would be ge tti ng  the  bene fit. 
So th at  it is m ore wid esp read.

Mr. Younger . T hat  is rig ht . T say,  unde r the com ple te own er
ship by  all of the  carrie rs with a lim ita tio n as to the am ou nt  any one  
could make would give  you a real  widespread  ownership , wit hout 
som ebo dy tak ing  the  cha nce of a pig in a poke, buyin g som eth ing  
th a t may  nev er pay  a div ide nd.

Dr . W els h. I could n’t agree with  th at , sir. I t  wo uld n’t be as 
vvidespread as the  way we have pro vided it, alt hough it would  be 
wider sprea d than  if yo u lim ite d it to jus t one com pan y.

Mr. Younger . No body has proposed to lim it it to  ju st  one com
pany , in all the  c om mu nic ations I hav e seen.

Now, are  you awa re th a t the Na tio na l Ass ociatio n of Rai lroad & 
Uti lit y Com missioners rep res en tin g all the  commissioners in th e Unit ed 
St at es  have reco mmended th at  thi s be a pr ivate comp any organized  
un de r the pr iva te comp any system?

Dr . W els h. And so do we, sir.
Mr. Younger . Sir?
Dr . W els h. We also believe it  should be a pr ivat e comp any un de r 

a pr ivat e system.
Mr. Younger . Th en  you do n’t believe in the bill th a t you are  here 

reco mmending, because th a t is no t a pr ivat e comp any , it  isn ’t organ
ized as a pr iva te com pan y, it  is organiz ed by  appo int ees  of the Presi 
de nt  who eve ntu ally would become the dir ec tor s of the com pan y 
wi thou t any question.

Dr . W els h. My  only wa y of answering you , sir,  and I am sure  it 
wo uld n’t be adequate,  is to say  to you th at  the way I jud ge wh eth er 
a comp any is a pr ivate comp any or no t is by who owns the stock in 
the com pan y. And thi s provide s for  owne rship of sto ck  in com pan y 
only by  pr iva te  ind ivi duals  or  ot he r pr ivat e com pan ies . The refore , 
I call it a pr iva te com pan y.

Mr . Y ounger. Th at  is all.
The Chairman . Mr. Rho des?
Mr . R hodes . Mr.  Ch air ma n, I would  like to ask  Dr . Welsh how 

im po rtan t he cons iders  the  speed of act ion . There  is some reference 
to it here .

Dr . W elsh. I cons ider  the speed of act ion  on ou r exp erime nta tion 
an d improv ing  the techno logy of first  pr ior ity . I conside r the  speed 
of act ion  on set ting up legi slat ion in ord er to operate a sys tem  when  
these experim ents have bee n com ple ted , or a t lea st when we have 
ma de  more progress in those experim ents, to be also im po rta nt . Be
cause if we can have the  sys tem  s et ud, t he ; i»~restors will know where
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they are going to stand in this thing. It  will be ready to go sooner if 
you have legislation and have a corporation established.

But the first and more important and urgent thing is the thing 
tha t we are doing right now, and that  is continuing with the improve
ment in the  technology.

Mr. Rhodes. You mentioned something about  getting started on 
the right track. That is why I raised the question. Because of far- 
reaching possibilities of a program like this, I wonder whether there 
wasn’t some merit in urging extreme caution so tha t you do get on 
the right track?

Dr. Welsh. I think caution and  speed are not necessarily opposites. 
I believe th at we should move with caution, but as rapidly as possible, 
because I think it is well for not only this country bu t other countries 
to know tha t we are taking a positive position on this in leadership 
and we plan to carry out what we have already shown we can do from 
the technological side of it.

Mr. R hodes. You mentioned the desire for maximum competition 
in the acquisition of equipm ent and services. Do you believe it is 
possible for competitive  procurement with only a few m ajor corpora
tions being the producers of this equipment?

Dr. Welsh. I will answer you this way: First of all, I consider it a 
very desirable objective to try  to get competitive procurement in the 
interest of efficiency and the interest of fairness. I believe that  with 
the objectives specified as the intent of Congress tha t such be done, 
and with the FCC having responsibilities to see tha t it is carried out, 
that  there is a very good chance tha t we will get it.

The Chairman. Mr. Collier?
Mr. Collier. Mr. Welsh, I have about 50 questions, and I  will ask 

what I can in the time permi tted.
Without the new stock issue plan, would it be possible for the 

investing public to fully participate in the  ownership of this program 
simply bv investing in the communications companies which presently  
have stock on the market ?

Dr. Welsh. Well, there would be the possibility of indirect invest
ment, although I don’t know how much any one of those companies 
is going to invest in this new corporation. But there would be the 
possibility of indirect investment. But it would be fragmented, 
because they would be investing in other  things, also, in those 
companies.

Mr. Collier. But the possibility is there, and the fact tha t there 
are about 3 million stockholders in A.T. & T. would indicate that this 
is more than just a possibility?

Dr. Welsh. I think there is a possibility, and it would also be a 
possibility that  the Corpora tion, without any intent, would be domi
nated by one company. It  couldn’t be otherwise.

Mr. Collier. I repeat, the possibility of public ownership is there, 
and it is rather subs tant iated by the number of stockholders in the 
general public today?

Dr. Welsh. Tha t is correct.
Mr. Collier. Regardless of what direct or indirect possibilities 

exist, the record of public participation is nonetheless  there, is it not?
Dr. Welsh. It is not as widespread as our proposal, but it is possible.
Mr. Collier. Now, by the most optimistic estimates it will be 5 

to 10 years before there will be any yield on the stock tha t will be
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distr ibuted to the public under the space satellite communications 
program as proposed in this legislation?

Dr. Welsh. I would th ink tha t would be a pessimistic estimate. 
Mr. Collier. Now, we can take any person in this room who 

wanted  to invest in this program, realizing tha t General Electric 
stock closed yesterday, I think, at around 78, and RCA at 63, and 
CBS at 42, A.T. <fe T. at 133, th at anyone in this room tha t wanted to 
participate in tha t program generally speaking would be in a much 
bet ter position to invest their  money through the purchase of regular 
communications systems stock than would be available through the 
proposed dual stock plan. Is tha t right?

Dr. Welsh. That is not  right, sir.
Mr. Collier. Tha t is not right?
Dr. Welsh. No, sir.
Mr. Collier. Do I assume tha t there are more people here who 

have $1,000 to invest in a share of stock as a participant in this 
program than there would be in this room that would have $63 or $42 
to invest in the same program through a different approach?

Dr. Welsh. I don’t know about the liquidity  of th e people in this 
room, sir-----

Mr. Collier. I am assuming this is a reasonable cross section of 
people with normal income and normal financial s tatus .

Dr. Welsh. With this many Members of the Congress present, sir, 
this is not a reasonable cross section, this is a superior group.

Mr. Collier. So that  the record is clear, I don’t have a share of 
stock in any one of these firms. In fact, I had to get the figures 
quoted from the newspaper moments ago.

Now, further than  tha t, if they were to invest through normal 
channels as a partic ipant in this program, there would be far less 
possibility of a tota l loss to an inves tor under the  medium of investing 
in the communications system than under a program wherein they 
would buy stock solely and strict ly in the space satellite program, is 
that  a fair statement?

Dr. Welsh. I think the likelihood of loss is very, very slight in this 
part icular corporation we are proposing. I think  it would be only 
fair for me to add one point, and tha t is t ha t one share of stock at 
$1,000 in this corporation will give a much bigger percentage of the 
tota l investment in communications satellites than  $1,000 invested in 
the A.T. & T.-----

Mr. Collier. Except that  we are talking about wide participation.
Dr. Welsh. Because it would be only a fraction of A.T. & T. ’s 

activities .
Mr. Collier. Just  one other question.
Does not this proposal bring into regulation through  supervisory 

powers NASA and in fact the State Departmen t in addition to the 
FCC?

Dr. Welsh. This does specify rathe r than leave unclear the func
tions which the NASA has in the space field which it  will continue to 
have, but it spells it  out, so that  all those who would be interested in 
this bill and interested in this investment would know what those 
functions are. It  does likewise spell out the FCC ’s functions, and so 
forth.

Those were prepared and drafted  for us by the FCC people them
selves, just  as the NASA ones were by the NASA people. This was 
a cooperative and jointly worked out affair.
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Mr. Collier. Presently, as you know, the oversea communication 
cable systems in Britain, for example, are Brit ish owned, whereas they 
are priva tely owned parti cipants in the United States. To your 
knowledge, has there ever been a problem of the British-owned 
system having any difficulty at all in their  general operations and 
cooperation with the private  enterprise communications system in 
this country?

Dr. Welsh. I don’t know about  difficulty. I do know tha t there 
have been occasions where the State Department has been called in 
to use its good offices to be of assistance in agreements between 
private communications companies in the United State s and foreign 
countries, yes.

Mr. Collier. There is no record, though-----
Dr. Welsh. I didn’t say there was difficulty, but I do know tha t 

their good offices have been called upon.
Mr. Collier. That is all I have.
Thank you, Mr. Chairman.
The Chairman. Mr. O’Brien?
Mr. O’Brien. Mr. Chairman, I might say I have a little more 

than a passing interest in this subject, because I did have the honor 
of serving on the original Select Committee on Space. I remember 
Dr. Sheldon worked with me in those days and, as I recall what we 
went through 4 years ago, we had a very clearcut test  between a to
talita rian society and a free society. Our greates t difficulty at tha t 
time was in trying to persuade the members of the free society on 
this. We have moved very  rapidly. And it seems to me tha t we 
have now arrived at a point in the peaceful use of this outer space 
where we have a  clearcut test  between the totali tarian society and a 
free enterprise society.

And what disturbs me is whether or not the proposal before us in 
this bill would be free enterpr ise in the fullest sense.

We have been accustomed to a free enterprise system where ex
isting corporations or corporations formed under our usual method 
see a profit motive and move in. We have considered tha t proper. 
I am not so sure, Mr. Chairman, tha t we would move with the same 
speediness if we stopped to form a new corporation when we have 
existing corporations willing and very eager to move into this field, of 
course, mot ivated by the profit motive.

I know tha t is not a question, but more of a statement.
Now, my question is this: In this mat ter of ground stations, do 

you feel tha t the proposed new corporation should own the ground 
stations?

Dr. Welsh. I believe it should be as it is so s tated, authorized to 
own the ground stations, and to develop plans for the number and 
location of such stations. It does not preclude other companies from 
owning ground stations also.

Mr. O’Brien . Now, le t’s say that the A.T. & T. owns a number of 
stations—let ’s say someone is putting in a call from New York City , 
and you have a ground station at San Diego. The A.T. & T. handles 
that message all the way across the country through its various facil
ities, but loses control at the point of takeoff of the message to the 
satellite. Would that lead to efficiency, b ette r efficiency?

Dr. W elsh. It  really wouldn’t lose cont rol over the message. What 
it would be providing is tha t there wouldn’t be two or three different
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places for it to take off from where only one was needed; that is all 
we a re talking about, sir.

Mr. O’Brien. But they would not have control, the same control 
over tha t ultimate final station tha t they would have over the rest 
of the system sending the message, to tha t priva te station; is tha t 
correct?

Dr. Welsh. They would have control over the message; they would 
be the ones that would be selling the message; there isn’t any question 
about that .

Mr. O’Brien. The selling of the message.
But I am talking about the transmittal of the message. Wo don’t 

propose, do we, t hat  this new corporation take over all of the existing 
facilities in this field now operated by the private  corporation?

Dr. Welsh. There is no proposal to take over any of the facilities, 
sir.

Mr. O’Brien. But we would have a duplication of control at the 
very best, at the point where this message reached the jumping ofT 
place; isn’t tha t correct?

Dr. Welsh. I don’t see any duplication, sir, but 1 might not quite 
unders tand your question.

All we are talking abou t is an establishment of a facility which is 
simply a necessary part of the technology to transmit to the satellite 
or to receive from the satellite. It  isn’t a question of duplication of 
control or duplication of management or anything else, as far as I 
see it.

The channels should be leased to the respective companies, and 
they would have the use of them.

This would just be a technical facility available for the use of all of 
those who are authorized to use it.

Mr. O’Brien. And you would limit this control by the new corpo
ration to the specific station from which the message would take ofT 
to the satellite; is tha t correct?

Dr. Welsh. And not the rest of the functions currently being per
formed by the existing carriers.

Mr. O’Brien. But at some point on the ground the existing carrier 
would lose some of its existing control, ownership, or whatever you 
want to call it?

Dr. Welsh. They can’t lose anything, sir, because they don’t have 
it now. There isn’t any such communications at the present time 
through the use of satellites, and so this is an addition to the function 
and the performance and the activ ity of the carriers as well as to the 
country as a whole.

We aren’t talking about anyone losing anything, sir.
Mr. O’Brien. I understand  you are not losing anyth ing, but they 

are separating their operation at a certain point; is t ha t not correct?
Dr. Welsh. Well, there is a separation, also, when they transmit 

with cables between here and London, if you want to look at it tha t 
way, sir.

Mr. O’Brien. Thank  you, Mr. Chairman.
The Chairman. Mr. Devine?
Mr. D evine. Mr. Welsh, for whom are you speaking here this 

morning? Are you speaking for the President of the United States?
Dr. Welsh. Well, I  am speaking because I was called by the chair

man to come as a witness, and 1 am speaking in behalf of the Presi
de nt ’s bill, and so to tha t exten t the answer is “Yes.”
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Mr. D evine. Now, are you also speaking as a representative or the 
executive secretary of the NASA Council?

Dr. Welsh. The National Aeronautics and Space Council—tha t is 
simply an advisory council to the President, so, again, there i sn’t any 
line of distinction ; when we are speaking for the Council we are speak
ing for the President.

Mr. D evine. The views you express here are in effect the views of 
the President?

Dr. Welsh. Yes, sir; he approved this bill, sir.
Mr. D evine. Now, in this class A and class B stock, is there  any 

prohibition  against a class A stockholder also being a class B stock
holder?

Dr. Welsh. No, sir.
Mr. Devine. There is a conflict of intere st between the two.
Dr. Welsh. No, there  is a provision for convert ibility between the 

two.
Mr. Devine. The class A stock is more secure, isn’t it, as an in

vestment?
Dr. Welsh. The class A stockholders would be interested in the 

control of the corporation as well as in receiving dividends directly 
from investment.

Mr. Devine. Making a profit?
Dr. Welsh. Both. The management side of it as well as the 

profit side.
Mr. Devine. And the class B primarily, they are primarily-----
Dr. Welsh. Carriers.
Mr. Devine. The responsibility of getting  the job done?
Dr. Welsh. I wouldn’t draw tha t distinction, because those who 

are interested in management are also interested in getting the iob 
done. I would expect all the carriers would be investing in tha t 
class A stock, too.

Mr. Devine. When the Federal Communications Commission was 
organized, wasn’t it for the purpose of drawing together a diffusion 
of authori ty and regulation in the communications field?

Dr. Welsh. I am n ot sure I got tha t.
Mr. Devine. When the FCC was organized, was not its main 

purpose to draw together this diffused auth ority in many agencies 
and concentrate it under one head, the Federal Communications 
Commission?

Dr. Welsh. And to improve regulation in areas where monopolies 
existed, and it has done an excellent job in tha t respect.

Mr. D evine. And wouldn’t you agree that  they  have done a reason
ably good job?

Dr. Welsh. Yes, sir.
Mr. Devine. As a regulatory agency?
Dr. Welsh. That is one of the reasons why we built in so strongly  

into this bill the continuation and the strengthening of the role of 
the FCC, yes, sir.

Mr. Devine. And don’t you feel, Dr. Welsh, that with the President 
having his hand in it through the advisers of NASA being in the 
regulatory area, and with the State Department having something to 
say about it, on top of the FCC, th at this could well bog down progress 
in this overall program?

Dr. Welsh. I do not think so.
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First of all, these agencies have responsibilities, whether they are spelled out in the bill or not. NASA has responsibilities for launching and for research and development in the communications and other satellite fields. They have these responsibilities, and they are to he of assistance to the FCC in tha t regard. And I think  that is sound and good and coordinated use of two Government agencies.
Mr. D evine. Couldn’t they  well become bogged down in what is known as the system in the State Departm ent, with all these clearances tha t have to he obtained before a procedure could be commenced?Dr. W elsh. I know th at this is a possibility, and I know this could be bogged down in such an efficient organization as the FCC. Things do get bogged down. But I don’t think this adds to that  possibility, when you clarify what the functions are. That  is my answer to your question.
Mr. Devine. You do n’t th ink it adds to it?
Dr. Welsh. No, we are clarifying the functions, because the functions exist there anyway. NASA lias those functions by law; the State Departmen t has agreement functions by law; the FCC has regula tory functions by law. And that  is what we are trying to do in this particular  problem. We do not want it confused as to who has what  functions, so we spell it  out. Tha t is the reason it is in there as it  is.
Mr. Devine. I think  tha t is all I  have a t this time.
The Chairman. Mr. Rogers of Florida?
Mr. Rogers of Florida. 'Thank you, Mr. Chairman.
What  would you say would be the alternatives if this particu lar proposal were not accepted in order to develop a communications satellite  system in the national interest as speedily as possible?
Dr. Welsh. I am going to find it difficult to answer usefully your question, because we would go down through each one of the sections of the bill and say, this could be modified this way, and I think it might still work, and so forth.
Mr. Rogers of Florida. The point 1 was trying to get at is either it can be done by the Government itself, or it can be done by priva te enterprise, and a modification of pr ivate enterprise.
Dr. Welsh. That  is exactly right, sir.
Mr. Rogers of Florida. Now, this is an attempt  to do it by private enterprise, as I understand it.
Dr. Welsh. Tha t is correct, sir.
Mr. Rogers of Florida. And tha t is why I am somewhat surprised at some of the questioning, because I would think tha t the American people would want it done by private  enterprise, this whole development , rather  than having it done by the Federal Government, because we have such a tendency now to do everything  by Government, and I was hopeful th at we could move into some field and still accomplish the nationa l purpose in doing it through private enterprise.
Is it your feeling tha t this bill will accomplish that?
Dr. Welsh. It is my feeling tha t it will. And I might say th at the grea test major principle tha t I attem pted to apply in chairing the meetings where we were developing this was to get this thing worked out  to be sound and practical along private enterprise  lines.
There is no reason why we shouldn’t try private enterprise in this thing, and there isn’t any reason why private enterprise can’t do it, in my judgment.
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Mr. Rogers of Florida. Mus t there along with the private enter
prise approach be some urgency  to tha t because of the national 
interest features in the communications satellite?

Dr. Welsh. Mv answer to tha t is in the  affirmative; yes, sir.
Mr. R ogers of Florida. Tha nk you, Mr. Chairman.
The Chairman. Mr. Nelsen?
Mr. N elsen. Mr. Welsh, the so-called National Aeronautics and 

Space Council, who are members of this Council?
Dr. Welsh. It is an adviso ry body, the Chairman of which is the 

Vice President of the United  States.
The other  members are the Secretary of State, the Secretary of 

Defense, the Chairman of AEC, and the Administra tor of NASA.
Mr. N elsen. The so-called ad hoc committee, who was tha t 

launched by?
They made a report, did they not, earlier? How did tha t come into 

being?
Dr. Welsh. The ad hoc committee was launched under  the auspices 

of the FCC, and made its report to the FCC—you are talking about 
the ad hoc private committee?

Mr. N elsen. Yes.
Dr. Welsh. Yes, sir.
Mr. Nelsen. Now, the plan tha t you proposed in this bill or which 

is proposed in this bill differs substantially from their recommen
dation,  does i t not?

Dr. Welsh. It differs from it in a good many respects. It  does not 
differ in one major respect, and tha t is that both of us are for private 
enterprise.

Mr. N elsen. Now, in response to Congressman O’Brien’s question 
relative to the ground stations, this becomes an added operational 
implement to the communications, the ground stations for the com
munications satellite system?

Dr. Welsh. Yes, sir. We do not have those ground stations  now, 
nobody has the ground stations.

Mr. Nelsen. Now, why does it seem to be necessary to handle  
this differently from the re on than the presently  operational facilities 
undersea cable and radiotelephone?

Dr. Welsh. Mv answer to your question is that  it doesn’t seem 
necessary so much as it seems desirable in the intere st of efficiency, 
to avoid duplication of ground stations,  and to make as certain as 
possible tha t there is equitable access for all those who are authorized 
to use the stations. This can be determined, you see, through one 
corporation subject to the regulation of the FCC.

The ground stations could be owned by the separa te companies, 
also. I think it might be less efficient to do it that way. It  might 
cost more to do it  tha t way. And it might not be as rap idly done if 
it were done tha t way.

Those are the reasons.
Mr. N elsen. Now, the class B stock, is it not  assumed that, for 

example, the people in the communications field would be the large 
owners of the class B stock, it is possible because of the arrangement 
under this bill that they  would be discouraged from buying adequate 
amounts of the class B under the provisions of management of this 
thing?
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I wonder, would there be a disposition to be re luctant to invest in 
substantial amounts to provide the adequate dollars because of the 
management of this program?

Dr. Welsh. You mean in the class B stock?
Mr. Nelsen. Yes.
Dr. Welsh. I would think tha t there would be a considerable in

terest , to the extent tha t the communications carrier is interested in 
investing in the Corporation a t all, he would have considerable interest  
in investing in the class B stock, because tha t is the type of stock 
which can be reflected in his rate  base, and he gets a return from i t 
promptly. He would also be interested in investment, I would think, 
in the class A stock, because he would want to have something to say 
about the directors and the management.

Mr. Nelsen. Thank you.
That is all, Mr. Chairman.
The Chairman. Mr. Hemphill?
Mr. H emphill. Thank you, Mr. Chairman.
Does the legislation that you sponsor here today  contemplate a 

profit being made by the private corporation?
Dr. Welsh. Yes, sir.
Mr. H emphill. And does it  contemplate taxation of those profits?
Dr. Welsh. A priva te corporation  subject to taxation; yes, sir.
Mr. H emphill. I have in mind the fact tha t we engage in so many 

governmental enterprises which have tax exempt features, and yet 
we are spending a lot of money, and we must get the money some
place. So it  contemplates that  you not only expect a profit—and I 
assume that  the rates charged would be under the supervision of the  
Federal Communications Commission?

Dr. Welsh. Tha t is correct, sir.
Mr. H emphill. And not only the stock of the Corporation, but  

anything to do with tha t stock would be under the supervision of the  
Securities and Exchange Commission?

Dr. Welsh. Tha t is correct, sir.
Mr. H emphill. Suppose that in sending this up to the President 

you weighed the fact tha t one or more companies of this Nation have 
offered to do the job.

Dr. Welsh. I don’t know of any company that  has been in a posi
tion to offer to do the job, because there isn’t any company that has 
the capability to do the job without the assistance of the Government 
in the launching, and so for th, an aspect which is a big feature of it.

Mr. H emphill. I understand tha t, tha t the launching has to be 
done by the Government, and I think  tha t is common knowledge. 
But I am talking about the construction of the  satellite itself to per
form the duties which the satellite  would be expected to perform.

Dr. Welsh. There have been a number of companies tha t have 
claimed tha t they have competence to develop a satellite  t hat  will do 
the job. Four of these satellite  projects are now under experimenta
tion and testing.

Mr. H emphill. Now, what impact is the Government’s attempt to 
control it in this way by your  legislating to have on slowing down 
the effort, the technological experimentation of the private companies?

Aren’t they going to get discouraged and say, “Now, the Govern
ment is going to take it over, and why should we spend any more 
money?”
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Dr. Welsh. I would th ink the  reverse would be true. So far the 
Government has been spending most of the money. With the excep
tion of one instance, I believe, all of the experiments that are actual 
projects are being financed by the taxpayer.

Now, with the setting up of the  new Corporation, the research and 
development and so forth would be expected to be financed privately.

Mr. H emphill. Well, if it was done by a private company, wouldn’t 
the Federal Communications Commission still have control over allo
cation of any channels?

Dr. Welsh. Yes, sir.
Mr. Hemphill. And wouldn’t the Securities and Exchange Com

mission still have control over the stock of t ha t particular  company 
if it were a private company?

Dr. Welsh. The same control as it  has at the present time.
Mr. H emphill. The same control as i t has at the present time.
Well, what are the objections to having one of these priva te com

panies that  have offered to do i t, what are the objections on the part 
of the National Aeronautics and Space Council, which I assume is 
represen ted by you here today?

Dr. Welsh. You mean having one corporation do this whole job?
Mr. H emphill. Yes, sir.
Dr. Welsh. There are a number of objections. One is tha t we 

don’t believe it would be moved along as fast, because one company 
can’t supply the funds, as much funds, and as rapidly as a large number 
of companies and a large n umber of individuals; there is no question 
about  tha t.

Another objection is the question of monopoly.
Mr. H emphill. Well, since the Government is going to control the 

launching of it, apparently it looks like to me tha t you can contract 
in such a way that  it wouldn’t be a monopoly.

Dr. Welsh. Through regulation you can mitigate the effects of 
monopoly. You can do i t bett er set up the way we have it with the 
widespread ownership.

Mr. H emphill. What  experience have you had in se tting up some
thing like this tha t has proved bette r than private business?

Dr. Welsh. Most corporations  have been set up this way, except 
tha t they haven’t been incorporated initially by the Government, 
but  other  than tha t they have gone to  as many sources of funds as 
they could to get such capita l to get started.

Mr. Hemphill. Your contention is that the Government for the 
first time in the history of Government can do something bette r than 
priva te industry , is th at right?

Dr. Welsh. That is no t right, sir. As a m atte r of fact, we believe 
that  the private  industry can do it the best, so th at is the reason why 
we are turning it over to the private indus try as soon as it is capable 
to handle it.

Mr. Hemphill. Under  this particular legislation, the President  of 
the Uni ted States would have the right to name actual ly the Chairman 
of the  Board and the president  of the company, wouldn’t he?

Dr. Welsh. That is not correct, sir. He has no vote on it according 
to the language of the law. The stockholders, of which the Presiden t 
would not be one, the stockholders would vote on the directors, and 
the directors would appoint a Chairman, and there would be voting 
annually by the stockholders to elect the Board of Directors and,
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hence, the Chairman, and they, in turn, would appoint the president 
and other officers of the  company.

So the President of the United States would not be involved in any 
of th at, nor does he have any authority  under this bill to be involved 
in it.

Mr. Hemphill. Why hasn ’t the Aeronautics and Space Council 
gone to the various companies, and when the companies made an 
offer told them this, and asked them for some suggestion whereby it 
can be a purely priva te enterprise  ma tter?

Dr. Welsh. I am sure tha t we have gotten recommendations from 
a great many companies. Without wanting to specify any particular  
company, some have recommended Government ownership, some have 
recommended Government subsidy, some have recommended tha t 
they take the whole th ing over. There have been all kinds of recom
mendations from priva te companies, and we have come up with a 
conclusion tha t this ought to be a priva te company, a profitmaking 
company with as broad an ownership as we can have. And tha t is 
what this par ticula r proposal comes up with. There is no Government 
ownership in this part icular company at all.

Mr. Hemphill. You say you plan to issue a million shares of stock 
for a t housand dollars a share. Is there any res triction on the number 
of shares a person can own?

Dr. Welsh. There is a restriction, yes; 15 percent of the tota l 
authorized and 25 pe rcent of the outstanding is the maximum number 
tha t anyone could own.

Mr. H emphill. I assume that—how would you determine who 
would own this stock?

Dr. Welsh. Just the same way t ha t any othe r stock is registered, 
sir, in the names of the individuals who own them.

Mr. Hemphill. Well, that  sounds simple on its face, but actual ly 
if you put this million shares of stock on the board up for sale, if you 
didn’t have a bid on i t of some kind, then certain people with a whole 
lot  of money could go in and get big chunks of i t and control it.

Dr. Welsh. This all would have to be l isted, of course, with the 
FCC-----

Mr. Hemphill. The thing I am talking about  is buying; the thing 
that  is worrying me is that you are not going to accomplish i t in the 
manner that you present here.

In the first place, your stock is too high for the average John Doe 
to participate, so that  means only the rich folks will have any par
ticipation.

In the second place, you have got a 15-percent limitation, and only 
people who could buy 15 percent would be people with tremendous 
sums of money, and that would just go back into the same thing you 
are trying to prevent.

Dr. Welsh. It is t rue tha t only those who had rather substan tial 
amounts of money could buy up to 15 percent of a billion dollars in 
the Corporation.

Mr. Hemphill. If tha t is true, four big companies could go in and 
buy 60 percent of i t and control it.

Dr. Welsh. And this would provide for much more competition 
than  if one company bought 75 percent of it.

Mr. Hemphill. I thin k tha t is true.
Dr. Welsh. Tha t is one of the other alternat ives.
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Mr. Hemphill. I think tha t is true .
But the thing tha t is bothering us is that you have got the Govern

ment  meddling in it, and I ain not sure tha t tha t is healthy in this 
particu lar program, because it will mean, apparently, the creation of 
an adminis tration of some kind with all the empire building and all 
tha t that  is inevi table;  don’t you think  tha t is true?

Dr. Welsh. No, sir. This doesn’t provide for building up any 
additional empire or any new agency, it gives the authority to the 
FCC as it has and spells it out, and NASA has express au thority now 
in the field of space.

It  doesn’t set up any new agency. We are very’ pleased with  that 
as a major feature. We don’t even have the Space Council se t up as 
an agency above this. We are turning it over to a private enterprise  
with regulation provided byT law as is necessary, as I believe your 
committee agrees.

Mr. Hemphill. Why’ don’t you jus t give us legislation saying that  
if one company does offer to do it and it is satisfactory’ to the Govern
ment, tha t it will write into the authorization  certain regulations 
which you said you could do awhile ago, and let ’s get the ball rolling 
instead of going around  about and back and forth as to who should 
have control.

Dr. Welsh. I don ’t think there is a really’ practical possibility 
tha t one company can do it, point 1. And, point 2, I don’t think that  
there is any reasonable likelihood that you wouldn’t have a real domi
nation, financial domination at least, by such company if you do have 
just  one in it. I think tha t it is necessary, therefore, to get some 
competition in the stock ownership of it in order to get the basis of the 
objectives w’e are talking  about on procurement and other aspects of 
competition.

The Chairman. Your time is up, Mr. Hemphill.
Mr. H emphill. I thank the chairman for letting me have 10 

minutes. That is the first time I have had tha t much in a long time.
Thank  you.
The Chairman. Mr. Keith?
Mr. Keith . In answer to the question by Mr. Williams concerning 

the ownership of stock by foreign governments, you stat ed tha t the 
ownership of a substantia l portion of the stock by one country’ would 
preclude ownership by other countries.

Would allocation of the ownership of this stock be controlled by our 
Government?

Dr. Welsh. I do no t think so, sir. I think  this w’ould be a m att er  
of their going on the  market and buying stock just  the same as anyone 
else goes on, but they’ would be limited in tota l amount.

Mr. Keith . It  is not a fact, then, tha t the stock would be subject to 
the free p lay of the law’ of supply and demand , and the fact tha t one 
country  owns a larger portion of it than another would depend on how 
much theyr would want to pay for it?

Dr. Welsh. I think that is correct.
Mr. Keith . So it would not necessarily preclude ownership by othe r 

countries if the y were w illing to pay the price?
Dr. Welsh. No. I was just  wanting to make the point tha t it 

wouldn’t be 20 percent owned by’ this count ry and another 20 percent 
by another.



386 COMMUNICATIONS SATELLITES

M r. K eith . I wa nted  to  make sure th at the  St at e Dep ar tm en t 
di dn ’t use it as an in st ru m en t of policy by  at te m pt in g to allo cat e 
sto ck  to a pa rti cu lar co un try .

Dr . W elsh . I can on ly s ay  to  you  th at  a t no tim e du rin g o ur  de ba te 
and discussion and  conside rat ion  of thi s did  th at th ou gh t come up.

Mr. K eith . You said  th a t alm ost  all of the  mo ney spen t thus  far  
has  been  given  by the  Go vernme nt.  I th ink the  r eco rd should show 
th at  in addit ion  to the sa te lli te  exp eriments  ma de by  pr ivate en te r
prise th a t lots  of res ear ch an d dev elopm ent  in the  field of com munica
tions has , of course, been  by  pr ivate en terpri se in ou r co un try  with 
ou ts tand ing success, no t on ly  in the  field of rad io and tele graph, bu t 
also tele phone and  television.

Dr . W els h. I wo uld n’t wan t to min imiz e the  role  of pr iva te en ter
prise.

Mr. K eith . 1 am sure  th at you do n’t wa nt  to min imize it. But  
with ou t dispar aging the im ag ina tiv e coord ina tin g role  of NASA, 
isn ’t it  fai r to say  th at  pr iv at e enterpri se has  supplied the  major ity  
of the  research and  deve lop me nt which has now produced thi s wor k
abl e com mu nicatio ns sat ell ite ?

Dr. W elsh . I th ink th at  is correct,  u nder co nt ract  w ith  the Govern
men t in mo st cases.

Mr . K eith . With reference  to Mr. Col lier ’s quest ion  ab ou t the  
possibil ity  of loss, wi th the Go ve rnme nt  pla yin g such  an act ive  role 
in the  forma tion of thi s Co rporat ion the re will be in the public  m ind, 
it seems to me, some thou gh t th at the  Go vernme nt will have a very 
su bs tant ia l responsibili ty for the  financia l success of th is ventu re,  and 
they  might  expect  a  more ac tiv e role in the  financing of  f ur ther  effor ts.

Would the re no t be more pol itical control and im pa ct  under thi s 
kind of a corporat ion  th an  one con form ing more to the nor mal s tand 
ards?

Dr . W els h. 1 don’t see th at the re wou ld be. I ha ve  grea t con 
fidence in the  abili ty of pr ivat e en terpri se,  in pr ivat e skil ls, to make a 
success ou t of this . It  is to be com ple tely  owned pr iva tel y. It  is 
subje ct,  as is the  A.T . <fe T.  at  the  pre sen t time, to regula tion by  
Go vernm ent bodies set  up for th at  purpo se,  and I do n’t believe 
anyb od y thinks th at  the Go ve rnme nt  runs  the A.T . & T. At  lea st, 
I ha dn’t hea rd th at .

So I do n’t believe th at  th is does  int roduce an y ad di tio na l pol itical 
element into i t, because it is simp ly a regu la tory  ele ment and a ssis tance 
element of research  and  develop me nt,  and so forth .

Mr. K ei th . There  seem s to  be some concern  am ong the members  
of thi s com mit tee  th at the role  played  by  the exe cut ive  bra nch  in 
se tting  up the  for ma t of th is Co rpo rat ion  mi gh t in the pub lic eye 
ind ica te a gre ate r in terest on the pa rt  o f the  Go ve rnme nt  than  would  
otherw ise  be the  case. W hy  no t hav e it sup erv ised pr im arily  b y the  
FC C and the  S EC?

Dr . W els h. And th at is wha t it  is, sir; it  is supervi sed  pr imari ly 
by  the FC C,  and is recognized  as a common  carrier subjec t to their 
reg ula tion a nd sub jec t to  th e C om mu nic ations Act of 1934, as amended. 
Tha t is the pr im ary  thing.  We ju st  di dn ’t wa nt  to ha ve  any confu
sion in th is thing as to wha t the role of the  othe r agencies of the  Gov
ernm en t were going to be, so we tried to spell  them ou t.

M r. K ei th . Th at  is all, M r. Chairma n.
Tha nk  y ou.



COMMUNICATIONS SATELLITES 387

The Chairman. Mr. Komegay?
Mr. Kornegay. Thank you, Mr. Chairman.
Dr. Welsh, it is certain ly nice to see you this morning.
Dr. Welsh. Thank you, sir.
Mr. K ornegay. As a member of this committee I appreciate your 

coming here and explaining this bill to us.
I would like to ask you one or two things. No. 1, as was brought 

out  here, and as you stat ed, this is an effort to set up a private cor
poration owned and opera ted and controlled b y the individual stock
holders.

Dr. Welsh. Th at is correct.
Mr. Kornegay. And there are two classes of stocks, class A, which 

would be sold to the public generally, including any carriers tha t would 
be interested  in purchasing stock which would be the dividend-bearing 
shares and the voting shares?

Dr. Welsh. That is correct.
Mr. Kornegay. And the class B would be purchased and limited 

only the carriers, as I unders tand it?
Dr. Welsh. Tha t is correct, sir.
Mr. Kornegay. And no other person, firm, or corporation could 

own the class B shares other than  the carriers such as A.T. & T., 1T1T, 
and the others?

Dr. Welsh. Any carriers authorized by the FCC, and only those.
Mr. Kornegay. Now, the ownership of the stock is limited in two 

respects: One, 15 percent of the total authorized capital, or 25 percent 
of the outstanding shares; is that correct?

Dr. Welsh. That is correct, sir.
Mr. Kornegay. Or whichever is less?
Dr. Welsh. Yes.
Mr. Kornegay. In other words, Upon the initial issue could 

A.T. & T. go in and purchase, or any other firm or other person, p ur
chase 15 percent of the  total authorized capitalization of the C orpora
tion initially?

Dr. Welsh. Let me put it this way to you. At no time could 
anyone own more than  15 percent of the tota l authorized or own more 
than 25 percent of the total issued.

Mr. Kornegay. I didn’t know whether T understood tha t or not, 
unless you say whichever is less—because, of course, initially  there will 
be none outstanding.

Dr. Welsh. Th at is correct.
Mr. K ornegay. And so how are you going to get it—certainly one 

could come in and purchase initial ly 15 percent of the to tal authorized 
capital stock, and then, of course, as the stock is sold when th at  15 
percent becomes less than 25 percent of the outstanding stock, they  
could purchase additional shares up to 25 percent.

Dr. Welsh. I think it is very  helpful to the record that you have 
brought tha t part icular point out.

Mr. Kornegay. Is my understanding  incorrect as to the procedure 
there?

Dr. Welsh. If I unders tand you correctly, your understand ing is 
correct;  yes, sir.

Mr. Kornegay. Now, there is one other thing that  I want  to call 
to your atte ntio n and ask you for an explanation, and that is under 
section 302, which states  that—
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The  P re si den t of th e U ni te d S ta te s sh al l de sign ate in co rp ora to rs  wh o shall  a rr an ge  fo r an  in it ia l stoc k offer ing  and  ta ke  w ha te ve r o th er ac tion s ar e  ne ce ssary to  es ta bl ish th e  C or po ra tion , in cl ud in g th e  filing of ar tic le s of in co rp or at io n wh ich  sh al l—

and this is the substance of my question—
th ere aft er be  am en de d on ly  u po n th e  in it ia ti on  b y or  th e  a ppro val  o f t he Pre side nt .

In other words, my understand ing was tha t the only function of the President and the Government was to set this Corporation up initially.
Dr. Welsh. Tha t is correct.
Mr. Kornegay. And yet  this bill goes on to sta te that  after the Corporation is set up, put into business, that the charter  can there

after  be amended only upon the initiation by or approval of the President , rathe r than of the stockholders as is ordinarily  the case.Dr. Welsh. The reason for that is simply this, that  having prepared a hill and having the Congress act on the bill we wanted to he clear th at for some reasonable  period of time anyway the Corporation which is set up is what was intended rather than have amendments made which would in a sense he in conflict with the provisions of the law.
Mr. Kornegay. How could the Corporation amend its charter  in such a fashion that it would he in conflict with the law?
Dr. elsh. I am sure it could, hut I don’t know how long it would stand  up.
But there might be provisions that they would amend in here that were not intended at all, and the Congress hadn’t had a chance to discuss, and the President had n’t anticipated , and that is the only reason for it.
We jus t wanted to be as certain as possible tha t this was what we say it is, what the investors thought they were investing in, and that it was not going to be changed the next day or the next week. That is the only reason that I can think of.
Mr. Kornegay. That  is all, Mr. Chairman.
The Chairman. Mr. Curtin?
Mr. Curtain. Thank you, Mr. Chairman.
Dr. Welsh, is there going to he any restrictions on the resale or trans fer of this stock, either class A or class B, after its initial issue?
Dr. \\ elsh. Well, it will he subject to the FCC as far as the class B stock is concerned, hut  not on the class A stock.
Mr. Curtin. Now, as I understand it, your position is tha t under 

the provisions of this bill the President appoints the incorporators, they then sell the stock and then their job is done, is tha t it?
Dr. Welsh. That is my understanding, sir.
Mr. C urtin. You say you have set up a lot of corporations. Isn 't it  normally the case that the incorporators end up as directors or officers, or at least they have a very strong voice in the selection of those persons?
Dr. Welsh. Well, I don’t have any poll on that . 1 know both 

results have happened. Sometimes it is set up by a group of individuals jus t to get the thing started, anti then it is turned over to others. In this ease, however, it is clear that there is no intention of retaining control or ownership at all.
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Mr. C urtin. Isn ’t what you say about the incorporators set ting up 
the company and then forget ting about it rath er an unusual set of 
circumstances?

Dr. Welsh. I just don’t know.
Mr. C urtin. And even if the incorporators should merely be straw- 

men, then normally i sn’t the person who appoints them or who has a 
hand in the selection of these incorporators, isn’t he the person tha t 
has a very definite voice in who are going to be the directors and the 
officers?

Dr. Welsh. I am sure tha t that happens sometimes. It is not the 
intent of this, however, tha t the incorporators set up by the President 
will do anything more than  is stated here. Someone had to get it 
start ed, that is the reason for t ha t provision in the bill.

Mr. C urtin. Can’t the incorporators, if this is purely  a private 
enterprise—a pr ivate corporation—can’t the incorporators pre tty well 
control who are going to buy tha t initial issue of A and B stock?

Dr. Welsh. Not if it is sold on the open market : no, sir.
Mr. Curtin. In the event that it is oversubscribed, you mean 

they can’t select who is going to get it?
Dr. Welsh. Well, I don’t think tha t it is a question of oversub

scription to a billion dollars authorized stock on the first issue. As a 
ma tter  of fact, I th ink it would be ineffective use of inves tment to put 
the tota l amount of potential investment in this all a t once.

Mr. Curtin. You say tha t the incorporators will have absolutely 
no choice as to the selection of persons who subscribe to this stock?

Dr. Welsh. I didn’t say jus t that. 1 said it was not the inten 
tion that they would.

Mr. Curtin. They could conceivably have a considerable amount 
of voice in the selection of the ultimate purchases of this  stock, could 
they not?

Dr. W elsh. It would depend somewhat on who the incorporators 
were, I suppose. If the incorporators were the officials of the Gov
ernment just to get the thing  started, they probably  wouldn’t have 
very much to say about it, since they wouldn’t be stockholders.

Mr. Curtin. I am also very much interested in the section of the 
bill tha t my colleague, Mr. Kornegay, called to your attention, and 
that  is the fact that  the President is going to have a voice in any 
changes in the articles of incorporation, and, of course, from tha t 
would follow any changes in the char ter or in the bylaws. Don’t 
you think tha t that is rather unusual in a purely p rivate  corporation?

Dr. Welsh. I think it is.
Mr. Curtin. Do you still contend tha t it is jus t a private Corpo

ration?
Dr. Welsh. Yes. The fact tha t that  is something unusual doesn’t 

prevent it still being pr ivate . Do you have a be tter suggestion, sir?
Mr. Curtin. If it is going to be a private Corporation , I don’t 

think  tha t any Government official should have anything to do with 
the management other th an the usual supervision under laws presently 
existing for FCC, SEC, and such regulatory  agencies.

But if you let me ask the questions, sir-----
Dr. Welsh. Yes, sir. That is the first time I have done that.
Mr. Curtin. Now, you say in answer to Mr. Kornegay tha t such 

Presidential supervision is only going to be for a reasonable period to 
see that this program is properly launched.

8205 9— 62— pt . 2------ 4
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Is there any provision in this ac t tha t such supervision is only for a 
reasonable period?

Dr. Welsh. No.
Mr. Curtin. The act seems to say tha t the Presiden t is going to 

have t ha t control dur ing the life of the Corporation, isn’t that correct?
Dr. Welsh. Yes.
Mr. Curtin. Wouldn’t you admit tha t this is pre tty  much of a 

hybrid  Corporation?
Dr. Welsh. No, sir. It  would be completely pr ivate , as to owner

ship.
Mr. Curtin. Tha t is all.
Thank you.
The Chairman. Mr. Sibal?
Mr. Sibal. Dr. Welsh, would you clarify for me what agency or 

individuals are actual proponents  of this proposed bill?
Dr. Welsh. This bill is the administration’s bill and sent up by 

the President. And I don’t know of any vote taking throughout all 
the agencies of the  Government.

Mr. Sibal. Can you tell me who prepared the draft?
Dr. Welsh. Yes, sir, 1 can tell you who partic ipated in the prep

aration  of the draft. There were nine agencies of the Government 
tha t participated in the preparat ion of the draft. Among them were 
representa tives of these agencies: FCC, NASA, the Department of 
Defense, the Department of State, the Department of Justice, the 
Bureau of the Budget, the OEP (formerly OCDM), the Office of the 
President’s Scientific Advisor, and the USIA. Tha t isj nine. In 
addition,  of course, there were representatives of the Space Council.

Mr. Sibal. Are you indicating tha t each of these agencies endorsed 
this bill?

Dr. Welsh. No, I was not , I said they participated in the drafting 
of it, and tha t I didn ’t know of any formal vote tha t was taken. 
Various agencies were asked for their views on the bill, and I am sure 
tha t many of them commented only on tha t portion of the  bill tha t 
seemed to affect them and their activities.

Mr. Sibal. Well, this is the point. Do you consider being asked 
for one’s views partic ipating in the drafting  of it?

Dr. W elsh. No. We had a long series of meetings in the drafting 
of this, and they went on for hours on a number of occasions. We 
would take a draft and work it through with representatives of all 
these agencies; they would make suggestions of language; and they 
would discuss it. We would work up another draf t and come back to 
another meeting and go over it  gain and go around and get the views 
again, and if anybody had suggestions, and they could argue something 
that seemed to be more practicable, it was adopted.

Mr. Sibal. On page 12 of the bill, on line 25, which sets forth the 
price of the class A stock, you have the price not  less than $1,000 
a share.

What does that  mean to you?
Dr. Welsh. That  means tha t the minimum price would be $1,000 

a share , and it does not set a maximum price.
Mr. Sibal. So th at actual ly we are not talking about $1,000 a share, 

you are accepting it  only so far  as it might be a floor, is that right?
Dr. Welsh. 1 think there might be a tremendous interest in the 

purchase of this stock, and i t is very possibly an effort to bid the price 
up, yes, sir.
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Mr. Sibal. So tha t actua lly we do not have an initial subscription 
price, do we?

Dr. Welsh. We have one specified, b ut it might not  hold.
Mr. Sibal. Do you really have one specified other than-----
Dr. Welsh. As a minimum is all, tha t is right.
May 1 add just one point?
As I have said before, I don ’t attach any great significance to this 

thousand dollar share, if it should be less would not be at  all trouble
some to me.

Mr. Sibal. Is there any reason for the creation of the class A stock 
in addition to what you have suggested before, simply that in your 
view this would require broader participat ion in the investment of the 
Corporation?

Dr. Welsh. Well, there is the additional and very important reason, 
and that  is not only broader participation, but a much greater avail
ability  of funds, because th at  many more people can invest.

Mr. Sibal. I want to get this straight in my mind.
Is this to encourage the investment of capital, is that what you are 

sett ing forth as the main reason for class A stock?
Dr. Welsh. I am saying that  is one of the major reasons.
Mr. Sibal. And if tha t reason could be shown not to be valid, and 

if it can be shown to you that sufficient inves tment capital was avail
able without  the creation of class A stock, would tha t remove the 
desirability  or the need for class A stock, in your opinion?

Dr. Welsh. No, it would just remove one of the reasons for it.
Mr. Sibal. And what reason would be remaining?
Dr. Welsh. The remaining reason would be domination by an 

individual company.
Mr. S ibal. You put the company in the s ingular.
Dr. Welsh. I put the company in the singular, because on the best 

of the information tha t has been available and submitted to the 
ad hoc committee and other reports, there is only one common carrier 
tha t is in a position to furnish large amounts of money for this thing.

This is not a question of willingness, but being in a position to.
Mr. Sibal. How were the figures of 15 percent of the authorized 

class A stock and 25 percent of the outstanding class A stock arrived 
at, section (d)?

Dr. Welsh. Just through the normal procedure of discussion of 
various percentages and various amounts, and these are the ones we 
came up with.

We don’t consider tha t there is anything s.mcrosanct about the 
15 or the 25, but they  seemed like sufficient amounts, sufficient 
percentages that  would allow larger amounts  from those who have 
larger amounts to invest  to come in and still not have what we call 
financial domination.

Mr. Sibal. Would you hive  any objection to the removal of the 
section of the bill which Mr. Kornegay raised which in effect retains 
complete control of the charter of this Corporation and its basic 
structure in the President of the United States?

Dr. Welsh. I find it a little difficult to answer your question, in the  
sense that I am not here in a position to try to amend the bill that  the 
President has set up. But as a personal reaction to your question, I 
do not consider that to be a major feature of the  bill, and, therefore, I 
would say if that were the only change made in th„ bill we would have 
a mighty good bill still.
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Mr. Sibal. Would you say that your approach to this, and insofar 
as you know the  President ’s, is to keep the Government control a t a 
minimum?

Dr. Welsh. The minimum necessary to protect  the public interes t, 
tha t is all.

Mr. Sibal. One question which is not related  to this series of ques
tions.

There does not seem to be any r ight of appeal beyond the FCC con
cerning the requirement th at  certain communications carriers might 
sell stock upon the application of another carrier who wanted to 
participate in the ownership in a class B section. Would you think 
tha t possibly there should be a right of appeal to the  courts  in connec
tion with this?

Dr. Welsh. Without having  studied this, I would be inclined to 
think tha t this might bett er be made through an amendment to the 
Communications Act of 1934, as amended, and through  the autho rity 
tha t the FCC has in controlling corporations under their jurisdiction 
rath er than in this bill.

Mr. Sibal. Well, tha t may be. T wondered about that, frankly, 
myself.

But in any event, you would agree that we should see to i t t hat  the 
right  of appeal was maintained?

Dr. Welsh. 1 would certainly  see no basis for objection to it, sir.
Mr. Sibal. Thank  you, Mr. Chairman.
"Pile C hairman. Mr. Dominick?
Mr. Dominick. Thank you, Mr. Chairman.
Mr. Welsh, I presume tha t since this is a public offering it would 

have to be a prospectus cleared by the SEC, would it not?
Dr. Welsh. That  would be my understanding, sir.
Mr. Dominick. Would you also agree with me that they would 

have to put on the front page of that prospectus tha t “This is a 
speculative offer”?

Dr. Welsh. T don’t know what  the rules of the SEC are as to 
what they have to put  on the front of it. I would say tha t it is 
mildly speculative, not very speculative, no.

Mr. Dominick. Well, T think  tha t you will find under the SEC 
regulations that that would have to be done.

Dr. Welsh. I assume that  is correct.
Mr. Dominick. Also, I would presume that  when you stated tha t 

most corporations have setups like this you were simply referring to 
the fact that there are two classes of stock, you were not referring 
to the provisions tha t are in the bill with respect to governmental 
control, were you?

Dr. Welsh. Only as far as communications carriers are concerned.
Mr. Dominick. Now, do you know of any communications carrier 

corporations which has a provision similar to section 201(a)(8) on 
page 7, which gives to an official of the Government complete access 
to all records, the right to a tten d all board meetings, to make certain 
of what is being done and what needs to be done, and to make recom
mendations to the President to change it whenever necessary?

Dr. Welsh. I don’t know in detail the authority  that  the FCC has 
in regard to the companies that  it regulates. I do know it has access 
to the books and rates for regulation purposes. I think it is not a 
completely new thought at all in regard to regulated companies, no, 
sir.
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Mr. Dominick. He would be giving recommendations to the 
President?

Dr. Welsh. He has no authority  to act, of course, in the corporation.
Mr. Dominick. I understand  that .
He would be giving recommendations to the President to do what

ever is necessary in order  to atta in due compliance with nationa l 
policy. This would indicate  to me, and I would like your judgment 
on this, that  the board of directors in fact has no control over this 
corporation.

Dr. Welsh. I certa inly wouldn’t agree with tha t. The national  
policy in regard to communications satellite corporations was set out 
by the President last July . It would be formulated in this parti cular 
piece of legislation if this were passed. And it is simply a m atte r of 
carrying  out that type of national policy which has to do with the 
features which are expressed in the law.

I think most all of them are righ t in the law.
So it would be merely a matter  of the executive having the responsi

bility  of seeing that the law is properly administered, seeing that it 
is carried out tha t way, tha t is all.

Mr. Dominick. Mr. Welsh, I think if you combined that  section 
(8) with subsection (c), (6) and (7) on the same page, and put it in 
with section 302 referred to by Mr. Kornegay, tha t you would agree 
with me tha t the control of this Corporation is completely in the 
hands of the Government really, and not in the hands of the board of 
directors.

But, skipping—that is my interpretation , I will put it tha t way, 
and it need not be yours.

Dr. Welsh. I don ’t want to let the record by my silence show 
tha t I agree with you, sir.

Mr. Dominick. I am unable to find in the bill which I have before 
me the limitation  on foreign ownership with respect to the 20 percen t 
tha t you referred to.

Could you give me that  section so tha t I could look a t it?
Dr. Welsh. It is section 304(e), page 14, which says:
The provisions of section 310 of the  Federal Comm unica tions  Act of 1934, as 

amended (47 U.S.C. 310), shall be appl icable to ownership of shares of stoc k of 
both classes in  the  corporat ion.

Mr. Dominick. And section 310 is where th is 20-percent limitation  
applies?

Dr. Welsh. Also having to do with the mat ter of election of 
directors to the board, I believe.

Mr. Dominick. What was the purpose in giving the State De part
ment the power to conduct negotiations between this corporation and 
the foreign country?

Dr. Welsh. It would provide for prior notification of negotiations, 
but it does also give the power to conduct them, if necessary, because  
some of these things  involve international agreements between govern
ments, and some of them would develop even to the point of treaties, 
perhaps. So, therefore, it would seem, since the S tate Department is 
the D epartment  tha t has the responsibility for internationa l relations, 
that it have that function.

Mr. Dominick. Do you know of any international carrier agree
ments between countries that  has been conducted by treaty , fulfilled 
by treaty?
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Dr. Welsh. As between individual  carriers, I can’t answer the 
question. We do have treaties, of course, in regard to the allocation 
of tlie various portions of the radio spectrum.

Mr. Dominick. Do you now whether the State Department has 
conducted any negotiations between private  carriers in foreign coun
tries in regard to internationa l communication?

Dr. Welsh. As fa r as I know, it has not actually CTnducted them. 
It  has partic ipated in such activit ies however. I believe in a most 
recent case, renegotiation of a cable landing license between the 
Western Union and the French Government, the U.S. Ambassador 
was requested  to come in and participate in that particular matter.

Mr. Dominick. Was this bill cleared with the Securities and Ex
change Commission as to what m ight have to be put  into a prospectus 
if you offer the shares to the public?

Dr. Welsh. No. That would have been a step which would 
eventually have  to be taken, I am sure, but  it was not done. We had 
conversations with people in the SEC as to the different types of 
stocks and so forth, and got the  advantage of their expert opinion, 
but we d idn’t ask them for their  views on the prospectus.

Mr. D ominick. Does the Dis tric t of Columbia Corporation Act 
require any basic amount of cash investment before a corporation 
can commence operation?

Dr. Welsh. I can’t answer that  question, T am sorry. I can get 
the answer for you, sir.

The Chairman. You may supply  it  for the record.
(The answer referred to  is as follows:)
Inco rporation under th e Distr ict  of Columbia Corporation Act does not require  

any cash. In  order to begin business, a new corpo ration must have at  least 
$1,000 of capi tal, bu t it  need not  be in the  form of cash.

Mr. D ominick. That  is all, Mr. Chairman.
The Chairman. Mr. Kornegay, you had one additional question?
Mr. Kornegay. Yes, sir. I had a question abou t which Mr. 

Dominick asked, and tha t is, how much stock is necessary to be sold 
before the  company could operate?  And then I thought  it might be 
covered by the District of Columbia Business Act.

Now, in connection with section 304, what would be your feeling 
about  an amendment there, Dr. Welsh, that would call for 100 million 
shares of Class A stock to have a par value or to be sold initially for 
$10 per share?

Dr. Welsh. I certainly  wouldn’t have any objection to that. 
However, it would seem to me tha t tha t is a rather low price, and 
might encourage individuals who don’t read prospectuses very care
fully, and who might really be dependent upon dividends rathe r 
quickly, to think they could purchase and get a quick return on a 
low price stock. There is a tendency on the part  of individuals in 
the case of low price stocks to think  th at they are something that they 
are going to make a lot of money out of quickly. So the $10, it 
seems to  me, is a lit tle low, I  am no t going to say tha t i t might not be 
acceptable, but something between $10 and $1,000 doesn’t seemjto 
me to be at all unreasonable.

Mr. K ornegay. I have not given it a lot of thought, and I am 
certainly not wedded to the idea at  the moment, but  the thought 
occurred to me that  tha t m ight give it broader public base.
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Dr. Welsh. I am certainly in support of tha t idea, as you know, 
because tha t has run through my testimony, the broader base, and 
there have been suggestions tha t a hundred dollars might be a bette r 
price. There have been suggestions from $25 to $100, and various 
other figures.

Mr. Kornegay. Thank you, sir.
The Chairman. Dr. Welsh, we do appreciate your appearance here 

this morning. I did not  unders tand who are the members of the 
Space Council.

Dr. Welsh. The Chairman of the Space Council is the Vice Presi
dent  of the United States . The other members are the Secretary of 
State, the Secretary of Defense, the Admin istrator  of NASA, and 
the Chairman of the Atomic Energy Commission.

The Chairman. Were all four agencies that you jus t mentioned 
included in the nine agencies who participated in the development of 
this legislation?

Dr. Welsh. Those agencies all participated, bu t I will have to 
modify the comments as regards the AEC. The Atomic Energy 
Commission was invited to attend, and I believe they may have at 
tended several of the meetings, but  said they didn’t have a primary 
intere st in it, so they didn’t partic ipate  in the drafting. But NASA, 
Stat e, and Defense did partic ipate  in the meetings regularly.

The Chairman. Now, if you did no t list all nine of the agencies tha t 
you had in mind in you r list a moment ago, will you complete the 
record on it?

Dr. Welsh. I would be pleased to have tha t opportuni ty to do so.
The Chairman. Now, in view of the questions tha t have been 

asked—and I am sorry that all of our colleagues could not be here for 
these final two or three questions—in view of the questions t ha t were 
asked, was the Space Council asked to consider the approval or dis
approval of this proposal?

Dr. Welsh. The Space Council as a council was not so asked, be
cause the President lias a provision for clearing legislation already 
established, and so we didn’t go through the duplicate tha t procedure.

The Chairman. Your explanation in your sta tement was very clear 
to me, but I wanted to make it indelibly clear in the record, in view of 
some of the questions  tha t have been asked. In other words, the 
Space Council as a council was not asked to approve or disapprove 
this legislation?

Dr. Welsh. Th at is certainly correct, and I am appreciative  of 
your making t ha t clearer than it was before.

The C hairman. I am sure you can understand the interest of 
members of the committee from the questions tha t were asked of you 
today. I am constrained to state tha t there are some things th at  
have been attempted to be read into this legislation which do not 
exist. And, for that  reason, I  am sure the members of the committee 
are going to have to study it more carefully and longer in order  to 
become acquain ted with what the bill does propose, and where dis
agreements lie.

Actually, the two or three areas of d isagreement, the major areas 
of disagreement, would be in the stock ownership, is that not true?

Dr. Welsh. 1 think this is one on which there have been different 
views.
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The Chairman. And the question of common carrier ownership 
versus wider ownership under  private  enterprise, isn’t tha t also one 
of the areas of disagreement?

Dr. Welsh. Certainly tha t would be an area.
The Chairman. And then isn’t there an area of disagreement on 

who would own the ground stations?
Dr. Welsh. There have been several views expressed on tha t, 

yes, sir.
The Chairman. There are several questions tha t I have in mind, 

but a major question in this respect is why should the Corporation 
own any of the ground stations?

Dr. Welsh. The reason for providing tha t the Corporation would 
own ground stations  is to get the most efficient operation underway 
as quickly as possible, to get compatib ility of technology as between 
one ground station and another, so th at we do have some uniformity 
in this operation, to make it easier for the FCC to regulate, and to 
give assurance tha t there would be equitable access to the ground 
stations by all these who are authorized to use it.

Those are the reasons.
The Chairman. Dr. Welsh, I can appreciate the long and thought

ful consideration you have given to the question of ownership of 
ground stations, but  1 want  to try to get more explanation of it. 
I simply cannot see why the Corporation should be owning a ground 
station unless the idea is to provide assurances for certain operation 
by the military or certain othe r eminent and important Government 
operations.

Now, as I understood your  testimony, the carrier shareholders, 
tha t is, the corporations, private carrier corporations, who are going 
to have, or are expected to  have, a share in this, would be permitted 
to have their own ground stations?

Dr. Welsh. They would be permit ted. And I think  tha t it is 
rather  important tha t this new private  corporation not be deprived 
of also being an owner of ground sta tions.

The Chairman. Dr. Welsh, we have had a lot of complications 
develop out of the fact th at we have had in the past so many different 
controls, separate controls of the airways. We found tha t we got into 
such difficulties, and some ra the r tragic incidences happened, that we 
had to enact the 1958 act sett ing up the Federal Aviation Agency.

Now, t ha t was made necessary because the Air Force had its own 
control operation, and the commercial carriers had theirs under the 
old CAA, and there was another one, so that there was no coordination 
whatsoever.

And it seems to me you might run into the same situation here. I 
should think that your group might take another look into  this and see 
if we could not have control  by the people who are operating this thing 
under the regulation of the FCC than by having too many people in 
the business.

Dr. Welsh. May 1 suggest simply that this new Corporat ion would 
also would be subject to the regulation by the FCC?

The Chairman. Yes, I appreciate that . But if it  is the intention 
to be sure that we have two separate  systems operating, why then  I 
can see some feasibility to it.  If it is the purpose of coordinating th is 
whole activi ty so tha t we will have the most efficient operation, then 
I can’t see the necessity of setting up two ground stations side by side.
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Dr. Welsh. I agree with yon, I don’t see any necessity for setting 
up the two ground stations.

I think  tha t there is much merit in having a carefully planned 
minimum number of ground stations set up and not have the other 
corporations, the carriers, have to invest money in setting up ground 
stations .

The Chairman. But  if the carriers who are interes ted in this would 
prefer to set up their own ground stations and assure t ha t tha t would 
be done effectively, wouldn’t that be a bet ter  solution?

Dr. Welsh. It  might he a good solution, I don’t know tha t it would 
be better.

The Chairman. Anyway, I wish you would go into tha t further.
But time would not permit me to continue, and it would not be 

necessary anyway.
You have done a magnificant job this morning, and your s tatem ent 

is very clear. I don’t think tha t there can be any misinterpretation 
or misunders tanding by anyone as to your views as shown by your  
testimony here today.

Let  me thank you for your appearance. We hope that you will 
continue to improve in your  health, and tha t you will certaiidy be 
100-percent well.

Dr. Welsh. Thank you, Mr. Chairman. I feel bett er already.
The Chairman. We appreciate your coming here and being with 

us today  to testify for the administration’s proposal, and you have 
proven yourself very capable in tha t capacity.

The committee will adjourn until 11 a.m. tomorrow. We will 
meet at 11 because there is a Democratic caucus at 10 o’clock, and, 
consequently, we will meet at 11 o’clock, a t which time the Federal 
Communications Commission will be here to testify.

(Whereupon, at 12:35 p.m., the committee recessed, to reconvene 
at 11 a.m., Wednesday, March 14, 1962.)
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House or  Representatives, 
Committee on Interstate and F oreign Commerce,

Washington, D.G.
The committee met, pursuant to recess, at 11:05 a.m., in room 1334, 

New House Office Building, Hon. Oren Harris (chairman of the com
mittee) presiding.

The Chairman. The committee will come to order.
In resuming the hearings on H.R. 10115 and H .R. 10138 to provide 

for the establishment of a commercial communications satellite sys
tem, we are very glad this morning to have the Federal Communica
tions Commission.

I believe we have all seven members of the Commission present 
this morning.

As chairman of the committee and for the committee let me welcome 
all seven of you here.

The Chairman of the Commission, Hon. Newton N. Minow, will 
present the Commission’s statem ent regarding this im portant problem.

Mr. Chairman.

STATEMENT OF NEWTON N. MINOW, CHAIRMAN, FEDERAL COM
MUNICATIONS COMMISSION, ACCOMPANIED BY ROSEL H.
HYDE, COMMISSIONER; ROBERT T. BARTLEY, COMMISSIONER;
ROBERT E. LEE, COMMISSIONER; T. A. M. CRAVEN, COM MIS
SION ER; FREDERICK W. FORD, COMMISSIONER; JOHN S. CROSS,
COMMISSIONER; BERNARD STRASSBURG, ASSISTANT CHIEF,
COMMON CARRIER BUREAU; AND MAX PAGLIN , GENERAL
COUNSEL

Mr. Minow. Mr. Chairman and members of the committee, I am 
appearing today  to present the views—and, I add, the unanimous 
views—-of the Federal Communications Commission on H.R. 10115, 
recommended by President Kennedy and introduced by Chairman 
Harris. This bill would establish a national policy with respect  to 
our Nat ion’s partic ipation in the establishment and operation of a 
commercial space communication system.

The C hairman. Let me get this stra ight  so every member of the 
committee will know.

Did you not jus t say tha t you are presenting a unanimous position 
of the Commission?

Mr. Minow. That is correct, Mr. Chairman. I am very pleased 
to state that .

The C hairman. All right.
399
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Mr. Minow. It  is identical with S. 2814, on which the Commission 
testified before the Senate  Committee on Aeronautical and Space 
Sciences on February  28, 1962.

In accordance with Chairman Har ris’ announcement of these 
hearings, we will also address ourselves to other bills relating to this 
subject . These bills include:  H.R. 9696, introduced by Congressman 
George P. Miller of California, chairman of the House Committee on 
Science and Astronautics, which is identical with S. 2650, on which we 
also testified before the Senate Space Committee on February 28: 
H.R.  10104, introduced by Congressman Olin E. Teague of Texas, 
which is, except for certa in provisions, identical with H.R. 9696; 
H.R.  9907, introduced by Congressman William Fi tts  Ryan of New 
York; and H.R. 10629, introduced by Congressman Frank Kowalski 
of Connecticut.

I might add for the record tha t Congressman Miller has also intro
duced H.R. 10138, which is the  same as H.R. 10115.

The ability to use space satellites to relay  communication over long 
distances is a development of grea t importance to our Nation. It  is 
not only a most significant advance in communications technology; 
it also provides us with an unprecedented opportunity to demonstrate 
our desire tha t space be used for peaceful purposes to benefit all man
kind. We shall be able, in cooperation with o ther nations, to greatly 
increase the capacity  of existing worldwide communication networks 
and thereby accommodate the rapidly growing volume of international 
public correspondence. We shall be able to inst itute  on an inter 
national  scale new and expanded telecommunications services, such 
as transmission of high-speed data  and television, which are now' 
provided domestically.

Space communication also promises to make direct communication 
possible on an economic basis with the newly emerging nations and 
smaller nations of the world.

Within the United States , it is generally accepted tha t for the 
foreseeable future only one commercial space communication system 
will be technically and economically feasible. There is also general 
agreement that, because of these practical limitations, the system 
must accommodate at least the following policy requirements: It  
should provide for potential global coverage; it should be open to 
participation by foreign nations through ownership and use; there 
should be nondiscrim in atory use of and equitable  access to the 
system by all communication carriers in the United States authorized 
to use the system; and there should be effective competition in 
supplying goods and services required by the system.

If our Nation is to provide constructive  world leadership in the 
establishment of an operable space communication system, we cannot 
afford delay in taking steps to trans late this new technology into 
practical application for the benefit of our own and other nations of 
the world as quickly as possible. It is therefore fitting for the  Con
gress at this time to consider measures to assure effectuation of the  
policies to be accommodated by such a system and, in this connection, 
to define the  respective responsibilities of private enterprise and the  
several departments and agencies of the Government.

As you know', during the past year, the Commission has given 
extensive consideration to the problems in this field, the areas in which 
policy decisions must be made, and the various ways in which such 
policies might best be implemented.
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Our studies, particularly  our general inquiry proceeding in docket 
No. 14024, have convinced us tha t the necessary decisions can and 
should be made within the context of our trad itiona l philosophy under 
which telecommunication facilities of this Nation  are owned and 
operated by regulated priva te enterprise. It is our conviction tha t 
the intere sts of the United States  in a global space communication 
system can be effectively promoted by the initiative and resources of 
priva te enterprise within the framework of appropriate  Federal 
regulations.

H.R. 10115 follows the principle set forth in the President’s policy 
statement of July 24, 1961—reliance on regulated priva te enterprise. 
H.R. 9696 and H.R. 10104 also fully reflect this philosophy.

H.R. 9907 and H.R. 10629, on the other hand, would alter this 
tradit ional  philosophy by entrusting the accomplishment of our ob
jectives to a 'wholly owned Government corporation. We think tha t 
the advantages of regula ted private ownership are manifest.

The statement  which follows will be addressed to H.R. 10115, H.R.  
9696, and H.R. 10104, the provisions of which are premised on private  
enterprise as the means b y which our Nation’s participa tion in a com
munication  satellite system shall be given expressions.

Although varying in detail with respect to implementation, the 
bills are in substantia l accord as to purpose in most major areas. 
Each provides for the formation of a private ly owned corporation to 
represent the United Stat es in the establishment, ownership, and 
operation of a global system. Each contemplates that existing com
munication carriers will continue to bear the responsibility  for fur
nishing service to the public through facilities obtained from the  new 
Corporation, as well as through their present facilities.

Each provides for foreign partic ipation in the establishment, owner
ship, and operation of the  system. Each provides that  all authorized 
common carriers shall have nondiscriminatory use of and equitable  
access to the system. Each provides that there be effective compe
tition in the procurement  by the Corporation of material required 
by the system. And each sets out the responsibilities of the President, 
the National Aeronautics and Space Administration, and the Federal 
Communications Commission with respect to the Corporation.

The Commission is in general agreement with the objectives of the 
bills in these areas, and believes tha t there should be no difficulty in 
resolving differences between them on details of implementation. 
We shall cooperate with  the committee in this regard if the committee 
so desires. At this time we will confine our comments to the more 
salient aspects of the bill.

We wish, at the outset, to comment on what appears to be the major 
difference between H.R. 10115, on the one hand, and H.R. 9696 and 
H.R. 10104, on the other—the ownership composition of the proposed 
Corporation. H.R. 9696 and H.R. 10104 propose tha t only U.S. 
communications common carriers participate in ownership of the  
Corporation. H.R. 10115, however, would invite ownership par 
ticipation by anyone, including such carriers, in a class A stock, which 
is to have voting and dividend rights. It further provides for a class 
B stock, without these rights, which can be purchased only by carriers 
and which would be eligible for inclusion in their  respective rate  bases 
to the extent allowed by the Commission.
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The touchstone for resolving the conflict between the bills in this 
regard is, of course, the public interest. We believe the foremost 
consideration in the application of this standard to be the universal 
extension of the benefits of space communication; tha t is, improved 
telecommunication service a t the most reasonable rates to the using 
public as rapidly as possible.

In evaluating  each of th e bills against this objective, we think the 
following factors are highly relevant:

1. Communication service in this country is furnished to the 
public by privately owned common carriers operating subject to Gov
ernment regulation. The Communications Act imposes an obligation 
on these carriers to  furnish service in an efficient manner at reasonable 
charges to the public. They are required to equip themselves with 
adequate facilities necessary to effectively discharge this obligation.

2. Telephone service between the United S tates and oversea points 
is provided almost exclusively by the American Telephone <fe Tele
graph Co. through both high-frequency radio and submarine cables. 
Hawaiian Telephone Co. furnishes telephone service between Hawaii 
and the United States mainland. Telegraph service is furnished by 
various competing internationa l telegraph carriers. The principal 
telegraph carriers are the Western Union Telegraph Co., whose oversea 
facilities consist entirely of submar ine cables; the American Cable & 
Radio companies (subsidiaries of International Telephone & Telegraph 
Co.), which operate by both radio circuits and submarine cables; and 
RCA Communications, Inc. (a subsidiary of Radio Corp, of America), 
which operates principally by radio circuits. Press Wireless, Inc., 
furnishes a worldwide telegraph service limited, however, to press 
material.

All of these companies offer essentially a worldwide service. There 
are also several smaller carriers, such as Tropical Radio Co. and 
United States-Liberia Radio Corp., which furnish telegraph services 
to a limited number of oversea points. A.T. & T. also furnishes cer
tain oversea private line record services to the Military Establishment.

In recent years, following the installation  of A.T. & T. ’s high 
capacity submarine cables, certain  of the oversea telegraph com
panies have been authorized to lease channels in those cables to 
supplement their own systems. In addition, there are U.S. corpo
rations, such as General Telephone & Electronics Corp., tha t own 
foreign subsidiaries providing service with the United States.

3. Communication via satellite , though a new technology, is essen
tially but another means of relaying long-distance communications. 
It  will perform much the same function as do existing cable and 
radio facilities of our common carriers. Under no circumstances 
should it replace existing facilities, which must be maintained by these 
carriers to afford diversification of facilities and routing needed to 
guaran tee continuity and security  of service under all conditions be
tween the United States and oversea points.

Thus, from a service standpoint, the util ization of satellite facilities 
by any common carrier will require  technical and operational coordi
nation and integration of those facilities with its existing facilities.

4. Ordinarily, as new technological advances are made, each 
carrier independently may integrate such new development into its 
own system. However, the economic cost and technical demands 
of a communication satellite system make it impossible for each 
carrie r un ilaterally to take advantage of this development.
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Thus, for all carriers to share in the benefits of this new advance 
and pass them on to the public, they must jointly participate in a 
single space communication system.

5. By reason of their  experience and responsibility for furnishing 
communication service, the regulated carriers themselves are well 
qualified to determine the facilities best suited to their  needs and 
those of their foreign counterpart s, with whom they have had long
standing and effective commercial and operational arrangements 
and who will have a substantia l interest in the operations as well as 
the ownership of any space communication system. The public 
interest in efficient and economical service can best be satisfied by 
the carriers maintaining control over the facilities used to furnish 
service. Their sta tutory  obligation to provide efficient service at 
reasonable charges can be fulfilled most effectively if they are held 
directly and fully responsible for providing the required facilities 
and are not dependent upon third  parties.

6. The furnishing of internationa l communication service requires 
agreements between our carriers and the communications agencies 
tha t operate the foreign end of the communications circuit. These 
agreements are complemented by international agreements between 
governments covering such matters as frequency allocations and 
standardization of operating techniques and practices.

It  is within this established framework of governmental and non
governmental negotiation and agreement tha t we believe it will be 
fully possible to resolve all important questions with respect to 
foreign participation in the establishment, ownership, operation, and 
use of a global communication system consistent with our national 
objectives.

7. During the early operational years it is unlikely tha t the satellite 
system will operate at a profit. It will probably be a number of years 
before traffic demands increase to a point where the high channel 
capacity  of the costly sys tem will be sufficiently employed to p ut the 
system on a profitable basis. Thus, the cost per satellite channel in 
use will be very high for some time, compared to existing facilities.

Under ordinary circumstances involving the introduction  of new 
facilities, carriers are able to include in their general rate  bas*s the 
relatively  high cost of their new facilities with the lower costs of their 
existing plant and thus, in effect, average such costs for ratemaking 
purposes. Thereby, a return on the capital invested in new facilities 
is not denendent solely upon the revenues produced bv those facilities 
during their initial years  of operation. This has the advantage of 
facilitating the introduction and application of new facilities in an 
orderly systematic manner with a minimum of impact on rates charged 
the public.

Under H.R. 9696 and H.’ft. 10104, where only carriers would be 
owners of the Corporation, their investments would be eligible for 
inclusion in their respective rate bases, so tha t a return on the total 
capital invested in the corporation would come from general service 
revenue produced bv all facilities.

Under H.rt. 10115, which would permit  investment by noncarriers,, 
to the extent capital contributions  are made by such noncarriers, a 
return  to such capital  can only come from revenues of the Corporation 
from its satellite operations. Since those revenues will be derived 
from channels furnished at high cost during initial operational, years,
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its charges, particularly during those years, will be commensurately 
high if there is substantia l investment in class A stock by the non
carrier.

This will have the undesirable effect of diminishing the amount of 
use made of the system by our common carriers and their foreign 
counterpart s, who will use less costly facilities to the extent possible 
and thereby defeat our Nat ion’s objective of fostering the most wide
spread use th at can be made of the system.

The problems we have outlined  with respect to the capital costs of 
the Corporation during the early  years apply with equal force to its 
operating costs during those years.

Thus, we believe tha t H.R.  10115 presents a most serious problem 
in this respect. Moreover, we wish to make clear th at the structure of 
the indus try proposed in H.R. 10115 is so novel that  it is impossible 
for us at this time to ant icipate  the nature  of other regulatory  problems 
tha t may be presented.

The foregoing considerations raise serious doubts as to the desir
ability of noncarrier participation. On the other hand, permitting 
ownership of the Corporat ion only by the common carriers would give 
maximum assurance tha t its facilities and operations will be responsive 
to the communication needs of the public. It  would facilitate the 
orderly integration of satellite facilities in the existing worldwide 
communication network. It  would simplify the establishment of 
agreements and arrangements with foreign governments and entities 
who will share in the ownership and use of the satellite system.

It would, finally, in our judgment, expedite maximum use of the 
system on a worldwide scale.

It  has been urged that  affording Aerospace and other manufacturers 
the opportunity to invest in the new Corporation will provide a built- 
in safeguard against the emergence of abuses tha t might  otherwise 
occur if ownership of the Corporation were limited to common carriers. 
One such abuse referred to is domination by a single carrier of the 
policies and operations of the Corporation. There is also concern tha t 
the manufacturing affiliates of common carriers will be given favored 
trea tme nt in supplying equipment and services to the Corporation, 
thereby depriving other manufac turers of the opportunity to compete 
for this market .

Because the Commission shares these concerns, we strongly recom
mend the imposition of specific safeguards to preven t such abuses 
from emerging from a carrier-owned enterprise. Many  of these safe
guards are contained in one or more of the several bills which are 
being considered. Among other things, they would limit  each carrier, 
regardless of the amount of its investment, to equal representation on 
the Board of Directors of the Corporat ion; require the Corporation 
to use such measures as competitive bidding in the procurement of 
equipment and services; authorize the Commission to determine the 
appropriate technical character istics of the satellite facilities; and 
empower the Commission to allocate satellite channels among the 
authorized carriers and to take  such o ther measures as are required to 
insure all authorized carriers nondiscriminatory use of the system 
upon reasonable terms.

These and other safeguards, in combination with cont inuing govern
menta l surveillance of the affairs and operations of the Corporation, 
should effectively serve the public interest in the prevention of abuses 
of dominance or conflicts of interest.
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Un res tricte d ownersh ip of tlie Co rpo rat ion  is no t, in our opin ion,  
nec essary  or des irab le as th e means of preven tin g such abuses. The 
danger of such  abuses  is also inh ere nt in un restr ic ted  ownersh ip. 
Ap pa rent ly  it is for thi s rea son th at  H.R.  10115 pro vides for com pre
hensive  st at ut or y saf egu ard s.

In  summ ary , the Com mis sion favo rs the owner ship app roach re
flected in H.R.  9696 a nd H .R . 10104, for the follo wing  rea sons: I t has 
disti nc t advanta ges from  th e sta nd po in t of the mo st efficient and  
econ omic use of sat ell ite  technolo gy as a means  of publi c com muni
ca tio n;  adeq ua te and effective st at ut or y safeguards  can  be provided 
to pr otec t all esse ntia l publi c in ter es ts;  and an y possible advanta ges 
th at  might flow from a pol icy  of un restr ic ted owner ship are  no t, in 
ou r judg men t, sufficient to wa rra nt  th at  app roa ch.

We would now l ike to discus s briefly c ert ain  othe r aspects  of the  sev
eral bill s which we feel war rant  com ment at  th is time.

Ea ch  bill del ine ate s in va ry ing de tai l the specific resp ons ibil itie s 
of the Presi dent,  the  Nat iona l Ae ron autics and Spa ce Ad mi nis tra tio n, 
and the FC C in rel ati on  to  the prop osed Co rporati on  and the  com
mu nic ati on s sa tel lite  prog ram as a whole . Th is is des irable  to insure  
overa ll effect ive pla nn ing  and coo rdinat ion  of the severa l aspects of 
the pro gra m,  and to avo id jur isd ict ion al confusion th a t could hamp er 
effectuat ion  of our  na tio na l objectives .

We believe, however , th at  ap prop ria te  revisio ns in the  bills, in 
order to more  clea rly de lin ea te respec tive roles, are  called for, and, 
in pa rti cu lar, we th ink th at  the Comm ission’s reg ulator y powers with 
respec t to the  C orp ora tion should be be tte r des igne d. 1 will tr ea t the  
la tt er  aspect  of thi s m at te r in a moment.

Regarding the  organiza tio n and  o wne rship o f the  proposed Co rpora
tion , for the  r easons previo usly discussed we would str on gly favo r the  
appro ach tak en by H.R.  9696 and  10104, which lim its  ownership  to 
au tho rized  common car rier s. We would, however , differ  with the  
ownership app roa ch of the se bills inso far as the y specify  a minim um 
ownership  int ere st of five share s ($500,000). Th is wou ld necessarily 
preven t ownersh ip pa rti cipa tio n by smalle r car rier s, existin g and fu
ture, who migh t oth erw ise  be prepared to invest  fun ds in an am ou nt  
less th an  the  specified minim um . We would recommend elim ina tion  
of an y min imum and pe rm it investm en t by an au tho riz ed  car rie r of 
less than  $500,000.

We are  in accord wi th th e prov ision  of thes e bills which would lim it 
each  car rie r inv est ing  $500,000 or more  to the  ap po in tm en t of two 
dir ec tor s of the  Co rporati on  and perm it all othe r au tho riz ed  carrier s 
coll ecti vely to app oin t two dire ctors. Th is lim ita tio n on ap po in tm en t 
of dir ectors  is an im po rta nt  measure  in preven tin g an y one sh are
holder  from dominating the policies and  operat ion s of the  Corp ora tion.

We would reco mmend , however , th at  prov ision be made for some 
rep resentati on  on the  Bo ard of Di rec tor s of the dom est ic com mon  
ca rri er  in du str y as a class. While i t is un like ly th at  the satell ite  fa cili
ties of the Corpo rat ion  will be ava ilab le for dom est ic com mu nication, 
a t lea st during the  ini tia l opera tional stages  of the  system,  it is con 
ceivab le th at  the  syst em  may  be eventua lly  used for dom estic service.

Re pre sen tat ion  of the dom estic common carrie r indu str y on the  
board  would ten d to ensure th at  policies adop ted  by the Co rporati on  
will no t unnecessa rily  re st ric t or pre jud ice  the  ad ap ta bi li ty  of the 
syste m to dom estic use at  some future  date.

82 05 a— 62— pt. 2------5
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The specification in H.R. 10115, H.R. 9696, and H.R. 10104 of the 
powers of the proposed Corporation are, in general, compatible with 
the purposes and objectives of the legislation. We believe, however, 
tha t a more detailed exposition of the powers and authorized activi
ties of the Corporation along the lines set out in H.R. 10115 would 
afford greater recognition of the national policies and public interest 
objectives to be served by  the Corporation.

H.R. 10115 would prohibit the Corporation from entering into 
negotiation with any foreign communication interests “ without a 
prior notification to the Departmen t of State, which will conduct or 
supervise such negotiations” ; and further provides that  all agreements 
and arrangements with any such foreign communication interests 
shall be subject to the approval of the Depar tment .

As we understand the purpose of this provision, it is designed to 
insure tha t negotiations or agreements of the Corporation relating 
to foreign ownership in or access to the satellites, as distinguished 
from purely commercial or technical operating matters, will not 
conflict with our foreign policy in this area, but, rathe r, will advance 
it. Moreover, we note that by its te rms this provision applies to the 
Corporation and not to the common carriers which will use its 
facilities.

Accordingly, it is our firm view tha t H.R. 10115 does not in any 
way deprive our common carriers of their existing right to engage in 
operating negotiations or traffic agreements with their foreign counter
parts  without having such business transactions conducted or super
vised by  the Departmen t of State.  Of course, this would mean tha t 
these arrangements would be in accordance with policies established 
by the FCC with respect to classes of service, rates, and divisions of 
revenues.

With this understanding we recommend tha t a provision of this 
type also be included in H.R. 9696 and H.R. 10104. Effective imple
mentat ion of this provision will, of course, require full coordination 
between the Department  of State, which is the Preside nt’s chief agency 
for conduct of our foreign policy, and the Commission, which is 
responsible for the regulation of interstate  and foreign commerce in 
communication and which will be responsible generally for regulation 
the Corporation. Such coordination will insure, among other things, 
that participation in the use of the system by all U.S. and foreign 
interes ts will be compatible with the technical capability  of the 
satellite  system.

The President’s Executive order of February 16, 1962, establishing 
the position of Director of Telecommunications Management within 
the Office of Emergency Planning, provides a most useful apparatus  to 
facilitate  such coordination and thereby avoid cumbersome and 
conflicting regulatory measures. The President has stated that he 
expects to rely on that official for assistance in coordinating agency 
efforts.

Both H.R. 10115 and H.R. 9696 also provide for ownership and 
operation by the Corporation of the U.S. portion of the system, 
including satellites, earth terminals, and associated ground control 
and tracking equipment. However, both are silent with respect to 
ownership and operation of earth terminals by authorized common 
carriers. These bills may therefore be construed to prohibit the  Com
mission from licensing a carrier to own and operate  its own earth
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terminal where it would benefit the public in terest. H.R. 10104, on 
the othe r hand, expressly forbids Corporation ownership of any ground 
stations  and, instead, provides tha t such stations shall be owned 
jointly  or severally by authorized common carriers.

Concentrating ownership and operation of the entire system in a 
single corporation has advantages and we endorse the approach of 
H.R. 10115 and H.R. 9696 in this respect.

On the other hand, we would urge tha t provision be made to also 
permit, upon a showing that  the public interest  would be served 
thereby, ownership of earth  terminals by an authorized carrier or 
carriers, subject to such terms and conditions as the  Commission may 
prescribe. For, should the  technology and our experience indicate 
tha t ownership and operation of earth terminals by carriers is com
patible with a sound and efficient operational system, the legislation 
should not restrict  such arrangements and the benefits tha t might 
otherwise flow therefrom.

In this connection, appropriate provision should be made to require 
the Corporation to furnish channels in the satellite  to carrier-owned 
ground stations.

Also, as in H.R. 10104, appropriate provision should be made to 
ensure tha t carrier-owned ground stations are subjec t to the same 
criteria  as are Corporation ground stations with respect to nondis- 
criminatory use and equitable  access by othe r carriers and with respect 
to the maintenance  of effective competition in the obtaining of 
materiel.

The bills propose th at the Corporation shall be regarded as a com
munications common carrier and, as such, be subjec t to all of the 
regulatory provisions of the Communications Act applicable to 
common carriers. The bills also vest the Commission with certain 
additional regulatory powers to assist in effectuating the purposes of 
the legislation.

Essentially, each bill contemplates that  the same scheme of regula
tion will apply to the Corporation as now applies to common carriers 
in general.

Since the Corporation will not function as a conventional common 
carrier, we believe tha t it would be impractical to place it under a 
regulatory scheme devised for such carriers. Unlike those carriers,, 
the Corporation will not furnish service to the general public. Its 
undertaking, rather , will be to furnish channels of communications to 
relatively few users; namely, common carriers and their foreign 
counterparts, who do serve the general public. This undertak ing is 
without precedent in the communications common carrier field. 
Also, the relationship between the carriers and the Corporation will 
differ in essential respects from the relationship between the carriers 
and the general public. Thus, the carriers who will use the C orpora
tion’s facilities may also have substantial ownership interests in the  
Corporation.

For these and o ther reasons, certain sections of the  Communications 
Act relating to common carriers may not be germane to the Corpora
tion, while at the same time the unique status of the Corporation 
requires singular measures not now present in the act.

We recommend, therefore, that  the Corporation be made subject 
to a new self-contained sta tuto ry scheme of regulation empowering 
the Commission to deal flexibly with the many unusual and new
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problems which may  be cre ate d. Th e Commiss ion shou ld be ex
pre ssly empowe red,  am ong othe r thin gs, to appro ve  the  owner ship 
and capit al st ru ctur e of the  Corpo rat ion  and  its  ch ar ter and bylaw s; 
to allocate  the  use of its  faci lities  among  the authorize d common  
car riers;  to prescr ibe  or app rov e fair  and rea son able terms  un de r 
which  such faci litie s are  made availabl e; to appro ve  all co nt ractua l 
arr angeme nts , and modifi cat ions thereo f, between the  Co rporati on  
and any common ca rri er  and to pres crib e modifi cati ons  the rein re 
quired by the  pub lic in terest;  and to prescr ibe  the  form of accoun ts 
to be kept  by the  Co rporati on  and the  fina ncial rep ort s to be filed 
with the  Com mission .

The Commiss ion should  also be empowe red,  as in H.R.  10115 , to 
speci fy, af ter co ns ul ta tio n with  othe r in ter es ted  agencies, tec hn ica l 
chara cte ris tics of th e opera tio na l sys tem to be employed by th e 
Corporation , and  to pre scr ibe  procedures for insuring effec tive com 
petit ion  in the  procurem ent by the  Co rporati on  of equip me nt and 
services.

In ord er to insure  full implementa tion of the  purpose s and  polic ies 
of the legi slat ion and compliance the rew ith  bv  the  Co rpo rat ion , we 
would recommend  th at  prov ision  be made for the  ap po int me nt of 
Go vernm ent officials hav ing  vis ito ria l powers. These officials would 
hav e access to all books and records of the  Co rpo rat ion , be able  to 
at tend  mee tings of its  boa rd,  and make rep orts and  rec om mendations 
to the  Fed era l Comm unica tions Com mission  and oth er agencies of 
Government  havin g jur isd ict ion  ove r the  pa rti cu la r matt ers involved.

It  would pro vide, in effect, a window into  the  Corpo rat ion  throug h 
which Go vernm ent would  be kep t fully informed with  respec t to all 
ac tiv itie s conte mp lat ed  and  tak en  by  the  C orp ora tion. It would also 
serve to discoura ge and  preven t any own ership  int ere st within the 
Corpo rat ion  from explo itin g such inter es t to the  de trime nt of othe r 
pa rti cip at ing own ers or user s of the  Co rporat ion’s services. An 
appro ach sim ilar to thi s in many respec ts is tak en  by H .R . 101 15.

H .R . 10115 pro vid es th at  the  Co rpo rat ion  is to furni sh faci litie s 
no t only  to comm unica tions  common car riers bu t also to au tho riz ed  
users, includin g the U.S . Go ver nm ent . We th ink th at  the  bill is 
som ewhat  ambiguou s in thi s respec t. I t does  no t make clea r who is 
included in th at  class , othe r than  the  Go vernme nt,  o r how they  a re to 
be authorize d. Th e bill can be con strued  to pe rm it ent itie s, such as 
the Gover nm ent , who otherwise would be custo me rs of the car rie rs,  to 
dir ectly  lease channel faci litie s from  the  Sa tel lite Corpo rat ion .

In  our opin ion,  such a constru cti on  would rais e a mo st serious  
quest ion  of poli cy th at  should be carefu lly considered.  Fo r th is 
could  result  in the  Sa tel lite Co rporati on  comp eting  directly  wi th the 
common carrier s, an d possibly dep rive tho se car riers ol esse ntia l 
revenues , the reb y lea din g to finan cial  difficulties for the carrie rs.  
We thi nk  th at  thi s m at te r shou ld be clarifi ed.

Finally , both H.R.  96 96  and H.R.  10104 pro vid e th at , in reg ula tin g 
the Corpo rat ion  as a com mu nic ation  comm on car rie r, the  C omm issio n 
shal l insure, among  othe r things, th at  the ra te  str uc ture  establ ished 
for  the c om mu nication services offered by the  ( Corporation will p rov ide  
a fair  ret urn on the capit al inv ested in the  Corpo rat ion . Bu t, in 
addit ion , H .R . 1010 4 would require  th at , in de terminin g the  ra te s of 
an  own ing c arr ier,  the Commission may  t ake i nto accoun t the  reve nues 
an d expenses of the Co rpo rat ion  and the  ca rri er ’s inves tment  the rein,
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as well as the investment, revenues, and expenses of the owning 
carrier.

With respect to the first of these requirements, we believe that it 
would be unjust  and unsound, from the ultimate ratepayer’s stand
point, to base the making of rates  for services furnished by the corpo
ration  on the amount of capital  that  may have been invested in the 
Corporation. In accordance with established ratemaking principles, 
rates should be fixed with relation to that amount of the total capital 
which is actually devoted to providing communications service and 
which is otherwise required for conducting the communications 
business of the Corporation. This avoids burdening the users of 
the carrie r’s services with capital and other costs which are not 
related or necessary to that  business.

Parenthetically, it should also be noted that  a requirement  tha t 
rates be established which will insure a return  on a carri er’s invest
ment is not in accord with generally recognized ratemaking principles 
under which rates are set to provide the carrier with an opportunity 
to earn a fair return .

We see no reason why ratemaking  for the Corporation should not 
be governed bv the same sta tutory  standards applicable under the 
Communications Act to the ratemaking for communications carriers 
generally. This requirement is simply that  all rates  and practices 
for and in connection with communications service shall be just and 
reasonable and neither unduly discriminatory nor preferential.

In applying such a standard  to the approval or prescription of rates 
for the Corporation, the Commission would be free to take into account 
all facts and circumstances relevant to a determination of the appro
priate  rate  base and revenue requirements  of the Corporation.

Now, the second requirement  1 referred to as set out in H.R. 10104 
says tha t the Commission in fixing rates for an owning carrier shall 
take into account the revenues and expenses of the Corporation and 
the carrie r’s investment in the Corporation. It is assumed tha t this 
would allow a carrier to reflect in its own rate base it s investment in 
the Corporation and thereby earn a re turn  on that  investment. For 
the reasons previously mentioned, we believe that  this is a sound ap
proach in the interest of fostering maximum development and use of 
the satellite  system. However, the advantage of this treatment would 
be negated if, by reason of the first requirement, the Commission is 
required to fix rates for the Corporation which would also provide a 
fair return  to the Corporat ion on the capital invested in it by the car
riers even though the carriers are earning a return on such capita  
through their own rate bases.

This conflict would likewise be resolved by eliminating the first 
requirement  and establishing as the governing s tandard that  the rates , 
classifications, regulations, and practices of the Corporation shall be 
just and reasonable. This standard, together with the additional 
language of H.R. 10104, would insure that  the Commission’s powers 
will have the necessary flexibility to deal with the various complex 
ratemaking problems tha t will arise in this area.

In addition to the mat ters  we have mentioned, we have other sug
gestions of a lesser natu re which we do not believe are of sufficient 
importance to take up at this time. We will, however, be glad to 
submit these additional suggestions to the committee or its staff at 
such time and in such manner as the committee deems appropriate.
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Before concluding, with the chairman’s permission, I would like to 
take this opportunity to comment briefly on the Commission’s record 
of regulation of A.T. & T. On a matt er so im portant to the public 
interes t, the record should be completely clear so tha t no misunder
standings may result  through  any criticisms going unanswered.

Under the Communications Act, the Commission has the responsi
bility  for maintaining rates  for inters tate and foreign services which 
are just  and reasonable and free of unjust discriminations and prefer
ences. In what manner has the Commission discharged this respon
sibility with respect to the Bell System’s rates and services?

As this committee is well aware, the Commission over the years 
has conducted a number of formal investigations and hearings for 
the purpose of establishing proper rate levels and rate  structures 
applicable to the telegraph services of our domestic and international 
telegraph carriers. Formal rather than informal proceedings in the 
telegraph field have been considered necessary by us inasmuch as in 
this field, unlike the telephone field, we have been dealing, for the 
most part , with the carriers’ efforts to increase rates  in order to 
improve their revenues because of rising costs. Also, in the inter 
national telegraph field, service is furnished by several common car
riers in competition with each other. The conflicting interests of the 
internationa l carriers stemming from such competition complicate the 
ratemaking  task and this generally necessitates extensive hearings to 
resolve the ratemaking issues in this field.

In the telephone field, on the other hand, the Commission has been 
able to employ informal regulato ry procedures to a much greater 
extent. A.T. & T. and the other Bell System companies have ex
perienced continuous and substantia l growth in the public’s use of 
their services. This growth, together with improvements it intro
duced in the art of telephony, have offset and, on occasion, have 
outstr ipped the rising costs of p lant and operations generally. This 
long-range trend has tended to make possible reductions rathe r than 
increases in rates for inter stat e long-distance telephone services, which 
account for more than 85 percent of inte rstate  revenues.

Since 1935, there have been a large number of such reductions, with 
only one general increase in long-distance telephone rates. The re
ductions have amounted to hundreds of millions of dollars in annual 
savings to the public. The most recent of such reductions—$50 
million—became effective in September 1959.

The Commission has maintained continuing studies of extensive 
financial and operating da ta which it  requires the Bell System com
panies to file in monthly , annual, and special reports. Thus, the 
Commission is constantly in a position to assess the reasonableness of 
the Bell System’s overall earnings from its services subject to our 
jurisdiction. Whenever, in the judgment of the Commission, it has 
appeared that overall earnings were at a level to warrant  rate reduc
tions. the Commission has in general been successful in obtaining rate 
reductions that appeared warranted without conducting protracted 
and costly hearings. Bv this means, the benefits of such reductions 
are promptly made available to the public.

However, on several occasions where the use of our informal pro
cedures was initially unsuccessful in bringing about the results the 
Commission sought to achieve, the Commission insti tuted  formal ra te 
reduct ion proceedings through  the issuance of show-cause orders. In
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each instance, this action led to a satisfactory resolution of the matter 
without the need to proceed with the hearings.

With respect to the rates  for individual classes of service, the Com
mission is now engaged in concluding a comprehensive formal investi 
gation of the rates of A.T. & T. for all of its various private-line 
telephone and telegraph services. A final decision in this proceeding 
is pending at this time. In addition, the Commission now has in 
various stages of hearing the rates of A.T. & T. and the other Bell 
System companies for their TELPAK service, wide area telephone 
service, and wide area dat a service. These proceedings will enable 
the Commission to determine appropriate rate levels and structures 
for each of these special services.

Now with respect to A.T. & T. ’s revenues from oversea services, 
until several years ago the revenues from these services amounted to 
a relatively few million dollars annually and constituted only a small 
fraction of A.T. & T.’s total service revenues. Considering more 
pressing regulatory problems confronting us, and our very limited 
staff and resources, special atten tion to the oversea ra tes did not ap
pear to be warranted.

However, in regulating the overall interstate  rates and earnings of 
the Bell System, as I previously described, the oversea operations of 
A.T. & T. were treated , in effect, as part of those operations.

By 1960, oversea telephone revenues of A.T. & T. had reached a 
level of more than $40 million annually. Several new high capacity 
transoceanic cables had been installed and others were in a planning 
stage. Also, satellites as a means of oversea communication appeared 
to be a real likelihood.

Therefore, in June  of 1961, we directed tha t A.T. & T. inst itute 
detailed s tudies to develop complete operating and earnings da ta with 
respect to its oversea operations for analysis by the Commission. The 
data  furnished by these studies will enable the Commission to deter
mine the reasonableness of A.T. & T .’s oversea rates and w hat furth er 
regulatory action may be required.

This committee is well aware of the  various other  activities of the 
Commission in the field of telephone regulation.

Let me just mention what was done within the last year. Action 
taken bv the Commission brought about an annual reduction of $26 
million in the prices charged by Western Electric  Co., the manufac
turing  affiliate of the Bell System, for equipment sold to the operat
ing companies of the  system. Jus t recently, the Commission’s efforts 
resulted in a change in the separation  procedures used by the Bell 
System to allocate it s investment and expenses between interstate and 
intrasta te telephone services. These separat ion changes have the 
effect of relieving the intra state  services of the Bell System of a bout 
$46 million of annua l revenue requirements and thereby make possible 
reductions in intr astate  rates by this amount. Several State  regula 
tory commissions have already taken advantage of these benefits by 
effecting ra te reductions.

We do not contend tha t we would not be even more effective in our 
common carrier regulatory  program—as would any other regulatory  
agency—if more money and expert personnel were at our disposal. 
Nevertheless, we feel th at within the limits of our available resources, 
we have protec ted the public’s interest  in jus t and reasonable rate s 
for common carrier services. We are also confident that  Government
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regulation may safely be relied upon to deal effectively with all regula
tory problems tha t may arise in the future, including those problems 
tha t will be presented by the  new satellite technology.

In conclusion, let me st ress again that  our privately owned common 
carriers, under governmental  regulation, have provided the Nation 
with an unparalleled communications system, and may confidently 
be relied upon to fulfill the objectives of our Nat ion’s satellite com
munication program.

We have been advised by the Bureau of the Budget that , while 
there is no objection to presentation of this testimony, the enactment 
of H.R . 10115 would be in accord with the President’s program.

We thank you for the opportunity to appear  before you.
I regret tha t our s tatemen t has been so long, Mr. Chairman, but I 

wanted you and the committee to know that  we have given this matter 
our most urgent and top prior ity attention over the past year, and we 
wanted the committee to have the benefit of our thoughts,  and now 
we will be prepared to answer any questions.

The Chairman. Thank you, Chairman Minow, 1 want to compli
ment you and the Commission for what 1 consider a very fine, clear, 
and concise s tatement on th is important  matter.

I personally appreciate the explanations which you provide the 
committee, the analysis of the various proposals, and the recom
mendations which you have made. It is a very good statement  in 
my estimation, an excellent job.

I intended to have the names of all the Commissioners included 
in the record at the point T mentioned a moment ago, Mr. Reporter, 
together with the names of such members of the staff as the Com
missioner has here with him, and that shall be supplied for the record, 
if you will.

And also following that point in the record, I want to note the 
presence of our distinguished colleague, the Honorable Jim Fulton, 
member of the Committee on Science and Astronautics, and who is 
interested, of course, not only personally but for that  committee. 
We have discussed i t ourselves, and I discussed it with the chairman 
of his committee, and we recognize there is one phase of this program 
in which tha t committee has some in terest.

Mr. F riedel. Mr. Chairman, I would like to repeat again for the 
benefit of the members who were not here, that, this was bv the 
unanimous consent of the Communications Commission.

Th e Chairman. Yes.
Now in view of the time situation,  1 am going to ask a few questions 

right now myself, but T thin k probably since we have got to be on the 
floor of the House, because of the mat ter in which this committee is 
interested, we will adjourn in a few minutes until 2 o’clock this a fter
noon.

I might say for the benefit of the members tha t we have a rule on the 
supplemental airlines bill. That will come up first.

The conference report tha t was on the program a t this time will not 
be called up, as T unders tand it, but H.R. 10607 will be called up, and 
there will be a rule, and I am sure the full hour will be utilized, because 
it usually is when you have a closed rule on the bill.

Tha t being true, and allowing for at least one quorum call and 
maybe two, it seems to me that  we should be able to get back here at  
2 o ’clock, and during general debate on the bill, which is quite tech-
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nical as you know, the committee members will have an opportunity 
to ask questions, and we will pursue the same rule or understanding as 
we had yesterday, since we got along with it so well.

But at this time, Mr. Chairm an, may I inquire if the Commission 
has a bill prepared tha t it believes will carry out the policies, principles, 
and provisions which you have recommended?

Mr. Minow. Mr. Chairman, we have given a lot of thought to the 
language in the problems of dra fting. We think that  our suggestions 
could be incorporated by way of amendments  to the various bills 
pending, and we would be very glad to supply the committee with 
some very detailed suggestions.

The Chairman. 1 would ask the Commission at this time if you 
would consider the language in the bill here, 10115, and atte mpt 
to provide the language or adjustments to tha t bill th at  would carry 
out the suggestions and recommendat ions which you have made here 
today.

Mr. M inow. We would be very pleased to do that, Mr. Chairman.
The Chairman. Our staff will be available to assist, and any 

member of this committee will be available to you.
Mr. Springer. May T ask a question, Mr. Chairman?
The Chairman. Yes, Mr. Springer.
Mr. Spri ger. H.R. 10115?
The Chairman. Yes, tha t is the bill I introduced at the request of 

the adminis tration, which came up as the result of the President ’s 
message.

Mr. Springer . Maybe I misunderstood your sta tem ent . 1 under
stood that you were recommending H.R. 9696 and 10104 with 
qualifications. Am I right?

Mr. M inow. The principal difference between them, Congressman 
Springer, is on the base of ownership. We are in accord with the ap
proach in 9696 on the ownership part of it. We also have some 
differences with 10115 on the ground stations part.

However, there are parts  of 10115 tha t we prefer to the other, so it 
is a mixture. But on the ownership—I think the most significant 
substantive points are the composition of ownerships, the arrangement 
on ground stations, and also the  regulatory patte rn of the Corporation.

On the third  point, T would say we would be really submit ting almost 
some new language entirely.

The Chairman. On which one?
Mr. Minow. On the regulation of the  Corporation itself.
The Chairman. Which one?
Mr. M inow. I say it is not in either, but on the  ownership and on 

the ground stations I woidd sav we are more inclined toward 9696 
than  10115.

The Chairman. In oth er words, so that we might understand, there 
are provisions in 10115 tha t you are in accord with?

Mr. Minow. Yes.
The Chairman. There are provisions of the bill that you are not 

in accord with?
Mr. Minow. That is correct, sir.
The Chairman. There are provisions in H.R. 9696 that  you are 

in accord with?
Mr. Minow. Tha t is correct.
The Chairman. And there are provisions in the bill tha t you are 

not in accord with?
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Mr. Minow. Tha t is correct, Mr. Chairman.
The Chairman. And the same thing I assume is true with respect 

to one or two of the other bills t ha t you mentioned.
Mr. Minow. Right. We are not  in accord, of course, with those 

bills tha t advocate Government ownership and operation. We are 
not in accord with those as a ma tter  of philosophy. With those bills 
tha t deal with private operation we have varying views on each.

The C hairman. I think we will forego any questions until we come 
back, since i t is 12 o’clock.

The committee will recess until 2 o’clock.
(Whereupon, at 12 noon, the committee recessed, to reconvene at 

2 p.m. this same day.)

afternoon session

The Chairman. The committee will come to order.
Mr. Chairman, I have a good many questions in my own mind, 

and I am sure other members have, too.
At this time I would like to ask just a few preliminary questions 

in order to try  to get the record clear. First, we recognize the im
portance of this program. We recognize the necessity of some action, 
appropriate action. I feel there  is imperative need for the right kind 
of program to be developed now. Fortunately, we have a very good 
approach under our system to any new problem.

In the first place, you are familiar with the fact that we have a 
Space Council tha t was established by the Congress back in the 
previous administration, the Eisenhower administrat ion, was i t not?

STATEMENT OF NEWTON N. MINOW, CHAIRMAN, FEDERAL
COMMUNICATIONS COMM ISSION, ACCOMPANIED BY COM
MISSIONERS HYDE, BARTLEY, LEE, CRAVEN, FORD, CROSS;
AND BERNARD STRASSBURG AND MAX PAGLIN— Res um ed

Mr. Minow. Yes, sir. It  is a sta tuto ry body whose members a re 
set out  in the statute .

The Chairman. Yes. And by sta tut e it provided that  the Vice 
Presiden t of the United States  shall be Chairman of the Council, and 
it designates certain other members of the Government as members 
of that Council.

Mr. M inow. Tha t is r ight, sir.
The Chairman. I believe it is in the record, but  it includes the 

State Depar tment, NASA-----
Mr. M inow. The Attorney General.
The Chairman. The Attorney General, is he par t of the Council?
Mr. Minow. Yes; I believe so. No; excuse me, I am mistaken. 

The Chairman of the  Atomic Energy  Commission.
The Chairman. The Chairman  of the Atomic Energy Commission.
Mr. Minow. The Secretary of Defense.
The Chairman. The Secretary of Defense.
Mr. M inow. Tha t is right, sir.
The Chairman. And the Vice President, which makes up five 

members.
Mr. Minow. That is correct.
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The Chairman. The Chairman of the Federal Communications 
Commission is not a member of the Council; is that right?

Mr. Minow. Tha t is correct, sir.
The Chairman. Are you familiar with the fact that under the 

statute  setting up the Space Council, the Congress gave certain 
responsibilities to the Council and certain responsibilities to the 
President?

Mr. Minow. Yes, sir.
The Chairman. The President is, in fact and in reality, the titu lar  

head of the Space Council, as, indeed, he is as Commander in Chief?
Mr. Minow. Yes, sir; I believe t hat  is correct.
The Chairman. Are you familiar with the fact that  the Space 

Council, as such, determined and issued a release on a general policy 
regarding satellite communication?

Mr. Minow. I believe it was a recommendation of the President. 
Mr. Chairman, last spring Commissioner Craven and I attended a 
meeting of the Space Council at  the request of the Space Council, 
and we were asked for our opinion with respect to certain matters of 
policy on communications satellites. The Space Council then ulti
mately adopted a recommendation to the President, and then the 
President issued a statement of policy, T think it was in July, July 
24 or 25 of 1961.

The Chairman. July  24, 1961. And then the Presiden t did an
nounce a policy sta tement?

Mr. Minow. That is correct,  sir.
The Chairman. And the Space Council made a formal recommenda

tion?
Mr. Minow. That is correct, sir.
The Chairman. By invitation  of the President?
Mr. Minow. Tha t I do not know, sir. J would think  so, but I 

have no knowledge of th at.
The Chairman. I am not the witness and 1 am not testifying, but 

I have reviewed the record and tha t is the  fact. Now, following the 
announcement by the President of the policy statement, it was 
testified yesterday  by Dr. Welch tha t he was designated by the 
President to bring together the views of the various agencies and 
depar tments who would be concerned with this problem. Did Dr. 
Welch contact the Federa l Communications Commission?

Mr. Minow. Yes, sir; he did, and lie asked for the assistance of 
some of our experts and technical people on matt ers relating to 
communications satellites , and we were very pleased to make our 
experts available to him.

The Chairman. 1 have about 2 minutes to finish my time.
Did the Commission make recommendations to Dr. Welch?
Mr. Minow. No. Our staff gave their  views on various matters, 

but we, as a commission, made no recommendations un til subsequently 
a bill, a draft bill, was submitted to us for our formal comments, and 
at that time the Commission submitted its comments.

The C hairman. Then ultimate ly a draft bill did come to the Com
mission for recommendation?

Mr. Minow. Oh, yes, sir.
The C hairman. And you did make recommendations?
Mr. Minow. Oh. ves. sir.
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The Chairman. Were some of the recommendations of the Com
mission incorporated in the bill that was submitted?

Mr. Minow. Yes, sir.
The C hairman. By the President?
Mr. Minow. Yes, sir.
The C hairman. Some of the  recommendations were not included?
Mr. Minow. That is correct. On some points our view was ac

cepted. On some points  i t was not.
The C hairman. Ju st as you explained here today?
Mr. Minow. That is correct, sir.
The Chairman. Mr. Springer?
Mr. Springer. Mr. Chairman,  this s tatement which you have made 

today, does this represent the composite thinking of the seven mem
bers of your Commission?

Mr. Minow. Yes; it does, sir.
Mr. Springer. And has this statement, in effect, been approved 

by all the members of the Commission?
Mr. M inow. Yes, sir.
Mr. S pringer. This is official?
Mr. Minow. Yes, sir.
Mr. Springer. And unanimous?
Mr. Minow. Yes, sir.
Mr. Springer. Mr. Chairman, in order that  I may get this a little 

closer, would you put before you 9696, and I think I can do this all 
within my allotted time of 10 minutes.

Mr. Minow. Right.
Mr. Springer. Turn to page 2.
Mr. Minow. Yes, sir.
Mr. Springer. Section 402(b), is that substantially  the Commis

sion’s position?
Mr. Minow. Yes, sir.
Mr. Springer. Will you go to paragraph  (c). Is all of section 402, 

including (a), (b), (c), (d), (e), (f), over to line 9, and including line 9 
at page 4, substantially  the views of the Commission?

Mr. Minow. One difference, Congressman Springer, I know: As I 
testified this morning, we do not think there should be a minimum of 
$500,000 established for participation.

Mr. Springer. $500 million?
Mr. Minow. $500,000 per carrier.
Mr. Springer. Oh, I see.
Mr. Minow. Tha t is the very last part of that.
Mr. Springer. Yes.
Mr. Minow. We disagree with that.
Mr. Springer. All r ight.
Mr. Minow. We have various suggestions to make as to the 

language, such as the characterization of the ent ity  as a communica
tion common carrier’s carrier.

I would say, in substance, however, Congressman Springer, to save 
time, we are in agreement with this section.

Mr. Springer. With tha t section?
Mr. Minow. Yes.
Mr. Springer. Now, would you go over to section 403. Tha t is 

page 4.
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Mr. M inow. There is one other important change: We feel tha t 
the ownership of ground stations, which is set out in 402, should he 
more flexible, as 1 expressed this morning in my s tatement.

Mr. Springer. You are talking about associated control and 
tracking  facilities?

Mr. Mi' ow. Yes, sir.
Mr. Springer. Will you then turn to page 4.
Is paragraph 403 substantia lly your position?
Mr. M inow. I indicated this morning some suggestions to enlarge 

the powers of the Corporation, but, again, to save time, in substance 
we would agree, but we do have some language suggestions and some 
broadening of the powers.

Mr. Springer. Subs tantia lly, that is your position?
Mr. Minow. I think that  is right.
Mr. Springer. Would you go to page 5, section 404, relationship 

between the Corporation and National Aeronautics and Space Ad
ministration.

Tha t paragraph over to, and including, line 23, page 6, is tha t 
substantia lly your position?

Mr. Minow. We have no difference with the substance of that.  
Again, to save time, 1 would say we would reserve on some language 
problems, but I am saying that in substance we would have no 
difference.

Mr. Springer. Page 7, section 405, relationship between the Cor
poration and the Federal Communications Commission, is that sub
stant ially your position?

Mr. Minow. This is where we recommend, as I mentioned this 
morning, that we think tha t, rather than  taking  the Communications 
Act as it is, as it applies to common carriers, we would recommend 
some new language, because this is not really a common carrier; this 
is not a conventional common carrier. We would recommend some 
differences in the regula tory scheme.

Mr. Springer. Would this be just  changes or tightening  up or 
what?

Mr. Minow. Tightening up, mostly.
Mr. Springer. Tightening up?
Mr. Minow. Right.
Mr. Springer. Of the regulation which you would have over this 

Corporation?
Mr. Minow. Right, and recognizing th at this is not a conventional 

carrier giving service to the public, but, rathe r, a carrie r giving service 
to other carriers.

Commissioner Craven points out we have difficulty with p aragraph 
2, as I mentioned this morning.

Mr. Springer. Parag raph 2, page 7?
Mr. Minow. Yes.
I mentioned this morning, when you get into the question of fair 

return on the capita l, we think we are departing  there from the 
traditional ratemaking practices, and it is a ma tter  of language to 
tighten that  up.

Mr. S pringer. This is a tightening up?
Mr. Minow. Right.
I dwelt on that  this morning at some length.
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Mr. Springer. Is it substanti ally your position there, with the 
State Depa rtment there, for no interference here?

Mr. Minow. I do not think it is in tha t section.
Mr. Springer. In what section is the State  Departmen t involved?
Mr. Minow. I do not thin k it is in this bill.
Mr. Springer. All right.
In other words, would you have some language put in the bill-----
Mr. M inow. Yes, sir.
Mr. Springer. Is this your position with the State Department 

or the relation of the State  Department to the Corporation?
Mr. Minow. We think there should be language in the bill spelling 

out what the State Departme nt’s role is, and our own view is th at the 
business practices, traffic a rrangements and so on, must be conducted 
in a commercial way, but anything having to do with  foreign policy 
should be conducted by the State Department.

Mr. Springer. In other words, are you relinquishing any power 
by yourself?

Mr. Minow. Oh, no.
Mr. Springer. You a re ju st making this work?
Mr. Minow. Tha t is correct, sir.
The Chairman. Do I remember correctly tha t you said in your 

state men t tha t you think tha t whatever the Corporation is, it should 
meet the requirements of the Federal Communications Commission?

Mr. M inow. Oh, yes, sir, and one of the things we would do would 
be to spell that  out more carefully.

Mr. Springer. On page 8, “The Completion of Organization of the  
Corporation,” is that subs tantia lly your position?

Mr. Minow. We have some differences on the mechanics of this, 
but  I do not think tha t they go to the real heart of the substance.

Mr. Springer. Now, may I ask you, in addition to this, are there 
substantia l other sections or language which you would use, in 
addition to what has been pu t in this bill?

Mr. M inow. Yes, sir.
Mr. Springer. Could you jus t briefly go through those 1, 2, 3, 4?
Mr. M inow. Particu larly with respect to regulation in ratemaking, 

we think tha t should be specified in some detail because we are 
dealing with  an entirely new form of organization.

Mr. Springer. Regulation and ratemaking?
Mr. Minow. Right. The othe r things, I think we have talked 

about—the earth terminals.
Mr. Springer. Ear th terminals?
Mr. Minow. The ownership of the ground stations.
Mr. Springer. Ear th termina ls and what else? The tracking 

stations?
Mr. M inow. Well, we use the  term “ground stations” to encompass 

the whole thing. We do thin k there should be representation of the 
domestic common carriers on the Board, and we think  that  there 
should be, as I mentioned this moming, some provision for visitation 
and access to the books and records of the corporation by Government 
representatives of NASA and ourselves.

Mr. Springer. Access to books of the corporation?
Mr. M inow. Right.
Mr. Springer. Let me ask you: At the present time you do not 

have any access, you do no t have any r ight to access to books except 
by subpena?
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Mr. M inow. No; we do, bu t we think tha t because of the unique 
nature of this, tha t this should be spelled out in grea ter detail. And 
one other thing I forgot to mention: I mentioned this morning we 
think that  the Commission should be authorized to specify the 
technical characteristics of the operational system after  consulting 
with other interested agencies, sir.

Mr. Springer. Could you simplify what you mean by that?
Mr. Minow. Commissioner Craven, I would rather  have you 

answer that.
Mr. Cr/AVen. There are two aspects of space satellites insofar as 

communications is concerned: They are (1), the amount of frequency 
space, and (2) the type of circuitry tha t is going to be used insofar as 
emissions are concerned. We feel tha t afte r consulta tions and hearings 
on that mat ter and after clearing with and securing internat ional 
agreement, we should be able to enforce those technical characteristics.

Mr. Springer. Is tha t substantia lly all, those five?
Mr. Minow. I think those are the main things, Congressman 

Springer.
Mr. Springer. Now, let me ask you this: Do you believe that  a 

bill which encompasses 9696 with the modifications which you have 
mentioned, that we finally will have a bill in the hopper which en
compasses all which you have mentioned here? Would this be sub
stan tially a bill tha t you believe as a commission would be in the 
public interest?

Mr. Minow. We would say “Yes,” saying only, as I mentioned, 
there are a number of problems in language; but I would say, in sub
stance, our answer would be “Yes.”

Mr. Springer. Tha t is all, Mr. Chairman.
The Chairman. Mr. Younger?
Mr. Younger. Mr. Chairman, I want to congra tulate  the Chair 

man and the Commission for bringing to the committee a very 
wholesome and enlightening approach to this bill, as opposed to the 
testimony we had yesterday.

So far as I am concerned, I will have no trouble at all getting to
gether  with the Commission and agreeing on a bill forthwith. I 
would have no trouble  at all in my general approach to this bill of 
handling it in the usual private  indus try manner. Again I want to 
congratulate the Commission and the Chairman for the forthr ight 
manner which has been followed in bringing these suggestions to us, 
and I hope you will give us your amendments which you would 
want adopted.

Mr. Minow. We will do so, sir.
Mr. Younger. That is all 1 have, Mr. Chairman.
The Chairman. Mr. O’Brien?
Mr. O’Brien . Mr. Chairman, I, too, would like to congra tulate  

you and the Commission on bringing forward to this committee ideas 
which, 1 think, will work. I would like to ask you first, if I may, sir, 
a rather broad, philosophical question. Would you say that  this 
atte mpt to use oute r space in this manner is a dramatic, clear-cut, 
pioneering tes t of the  relative capacity of a tota litar ian society and a 
private  enterprise or  a capitalistic society to utilize outer space for the 
good of mankind?

Mr. Minow. We do, sir, and in answer to tha t I would say this: 
The whole issue now is whether our system works in competition with
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the total itarian system, and we feel very strongly tha t we ought to 
show tha t our system does, and that private enterprise here is willing 
to do the job, and is capable of doing the job under Government regu
lation. We think it provides the first peaceful dividend, really, from 
the grea t effort made in the space program.

Mr. O’Brien. And there  would not be as clear-cut a test if we were 
to water down too much the system that we call pr ivate  enterprise, or 
if we were to send private enterprise into this contes t—and I assume 
it will be a contest—with one or both hands tied behind its back?

Mr. Minow. We certainly agree with th at, sir. We think that  this 
provides a very dramatic test of our system at work, and  we think we 
can do it.

You do have here, just  by the very natu re of things, a mixture of 
Government and private business working together, and I think this, 
again, is a good illust ration of how this can be done.

Mr. O’Brien. Your position is tha t business can do it and Govern
ment should control it?

Mr. Minow. Tha t is correct.
Mr. O’Brien. Rather than  Government becoming the business?
Mr. Minow. That is right , sir.
Mr. O’Brien. And then controlling it, too?
Mr. Minow. That is right, sir.
Mr. O’Brien. Did I understand you to sav tha t if we were to fol

low another method, that  we would have to have very substantia l 
rates?

Mr. Minow. This is our grave doubt about the other method. 
We th ink that, having the carriers in it will provide a way to average 
out their costs with existing facilities, and thereby create the incentive 
to put  the system into effect at the earliest practical date for the 
public.

Mr. O'Brien. Unless tha t was done, it would be entirely possible 
tha t the charges would be so high that  what can be done quickly 
might not be done successfully for many years to come; is that  right?

Mr. Minow. This is our fear, and we also in our agency, in dealing 
as we do with the communications companies, recognize, 1 think, the 
necessity of an incentive for them to be willing to risk capital and 
enterprise on it.

Mr. O’Brien. Mr. Chairman, another question:
Numerically speaking, ju st speaking of people, is i t not true tha t if 

private enterprise was permitted to undertake this, more people 
would be represented financially in tha t undertaking than if we were 
to form a new private corporation and seek a million investors?

Mr. Minow. I think  so, if we were to seek a million investors. The 
carriers that we have listed here, I think, collectively have about 
3 million stockholders.

Mr. O’Brien. Then there would be at least 3 million?
Mr. Minow. Roughly.
Mr. O’Brien. American citizens who would have a financial as 

well as a patriotic interest in the success of this  endeavor?
Mr. Minow. That is correct, sir.
Mr. O’Brien. One final question, Mr. Chairman.
You referred in your testimony to these ground stations. Do you 

and the Commission regard it as impractical to say to a private cor
poration that you may control all the s tations in the transmitting of a
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message from New York to San Diego, but you may not have control 
of the final station from which the signal would take off for the 
satellite?

Mr. Minow. No.
Our view is that communications work best when the company is 

directly responsible for everything. We do think on the ground sta
tions tha t it should be kept flexible, so as to decide, as science and 
technology lead us, whether individual ownership of the stations  is 
bett er or the corporate ownership.

Mr. O’Brien . Those are all the questions I have, Mr. Chairman. 
I again want to thank the Chairman and the members of the Commis
sion for giving us a very refreshing statement.

The Chairman. Mr. Collier?
Mr. Younger. Will the gentleman yield for just one point which 

T overlooked previously.
I do hope tha t in bringing the State Department into this picture, 

and I think  they should be in, b ut I hope we do not make the mistake  
that we have made in connection with the routes of foreign carriers 
and the interference with the CAB, which, in my opinion their acts 
have been very detrimental to a good many of our domestic carriers.

Mr. M inow. We will bear tha t in mind, Congressman Younger.
Mr. Collier. Mr. Minow, the telecommunication facilities tha t 

have been in public use over the years in this country have always 
been private ly owned, priva tely financed, and subjec t only to FCC 
regulations. Is that a fair statement?

Mr. MinoW' . Plus the Stat e regula tory bodies for intrasta te services.
We have only the inte rsta te and the internationa l operations, sir, 

under our jurisdiction.
Mr. ( ̂ ollier. In your opinion, is there any basic distinction 

between the ownership of undersea cables in internationa l communica
tions or a satellite in space, which, in both instances, would be merely 
an implement of transmission?

Mr. Minow. I think  t he analogy is a good one. We take the view 
tha t this is merely another way to transmit a message. You do have 
the physical differences, of course. You knowr, one requires a rocket 
propulsion and everyth ing else, but, in principle, they  are both ways 
to relay a message.

Mr. Collier. Then I cannot unders tand why it is necessary to 
write into this measure supervisory controls over the program bv 
the State Departmen t, bv NASA, and by the Executive, if, for 
example, there were not State Departmen t controls over the regula
tion of the communications system with undersea cable.

Mr. Minow. Well, there are some unique differences here. You 
are going to see multil ateral  communication between a number of 
different countries bouncing off of one satellite, whereas now it is 
pre tty  much a bilateral,  nation-to-nation communication.

In addition, only the Government can send up a satellite.
Private  indus try cannot , themselves, furnish the propulsion and 

rockets, and so on.
Also, w’e are not and wre do not pre tend to be foreign policy experts; 

this is out of our bailiwick, but I do think there are foreign policy 
implications here.

Mr. Collier. Mr. Minow, does your agency or any other regula
tory agency have the right at any time to consult, to seek counsel 

82059— 62— pt . 2------ 6
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from any other  agency of Government in the pursuit of your own 
responsibilities in this field?

Mr. Minow. Oh, yes, and we do. We are constantly. I might 
add, over the past  2 or more years we have worked very closely with 
all the  other Government agencies involved in this.

Mr. Collier. If this is true, then I would assume that  in the 
future where we got into areas so involved, situations that  had inter 
national implications, that  you would seek such counsel and advice 
where vou deemed it was necessary, as vou have done in the past?

Mr. Mi now. Right, except, as I say, we acknowledge we are not 
the experts in this. I think the one big difference here, also, is because 
of the fact of the frequency shortage and the heavy cost involved, 
you can only have one system. Tha t is the  real problem, sir.

If each company—if we had enough frequencies and there were 
enough resources, if each company could go into this on its own, then 
we would have a different set of c ircumstances, but we have got to 
find a way to put them all into one package.

Mr. Collier. And you have no fears that  the overlapping of 
authority,  as is embraced in this bill, would create any problems at 
all as far as the FCC is concerned?

Mr. Minow. We will have some language changes which we think 
will sharpen that  up, and, given those amendments and suggestions, 
we think we can live with it very well.

Mr. Collier. Do I understand th at  you are not married to the 
concept of the dual-stock plan issue provided in this bill?

Mr. Minow. No; we are not, sir.
Mr. Collier. And neither are you necessarily going to require 

from your standpoint ownership of the ground station  by the private 
firm?

Mr. Minow. No, sir.
We think this should be left flexible, to be decided as the technology 

and science develops.
Mr. Collier. Thank  you very much, Mr. Chairman.
Mr. M inow. I might add in answer to tha t, we are dealing here in 

the committee and the Commission and the Congress are dealing 
with an exploding technology, and keeping public policy and public 
regulation curren t with it is a real challenge. We have tried over 
the past year to keep up with i t so that  when the satellites were here, 
we would be ready with a program as to how to get it organized and 
going.

I do think tha t some of these things have got to be left flexible.
Like the E arth stations, that is a perfect example. I do not think 

you can decide th at  or freeze tha t now because it will depend on what 
we learn from these experiments.

Mr. Collier. I have one other question that  just occurred to me.
I presume the ITU  in Geneva is going to play a major role in setting 

up the interna tional  satellite system?
Mr. Minow. On the frequency allocation part of it; yes. As a 

matter  of fact, they are meeting here this week in Washington. 
Commissioner Craven and I attended a meeting there on Monday. 
We have delegates from 50 countries meeting here in Washington, 
working on this  problem right now.

Mr. Collier. But you will sit in with the State Departmen t in 
any deliberations.
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Mr. Minow. Oh, yes; our people are over there this afternoon.
Mr. Collier. Thank  you, sir.
The Chairman. Mr. Hemphill?
Mr. Hemphill. Thank  you, Mr. Chairman.
I want to join the others in congratulating you on your  statement . 

I can imagine the courage involved in taking the position you have. 
T am sorry T missed a little bit of it, hut T had some telephone calls.

Now, how much jurisdiction is the FCC going to have if this plan 
is carried out as proposed in your statement?

Mr. M inow. We think it will be ample, Congressman Hemphill. 
We think, indeed, with our suggested amendments we would feel 
very comfor tably assured tha t we would have all the regulatory power 
and so on tha t we need.

Mr. H emphill. One of the  reasons T asked that , there are many of 
us who feel that  if the FCC had the jurisdiction, tha t the country 
would be far bette r off than  if the State Department had anything 
to do with it, and I have in mind the fac t tha t the State Department 
would like to give away everything to o ther countries.

Now. in the field of ra tes alone, I assume you would have absolute 
jurisdiction?

Mr. M inow. Oh, yes, sir.
Mr. H emphill. You say there is only——
Mr. Minow. Except to the same extent now that the foreign par t

ner participates in a division of the charges as they do in the cables.
Mr. H emphill. But you would insure by your rate  proposals tha t 

not only would they make a profit, but tha t it was not exorbitant to 
the users of the media; is th at  right?

Mr. M inow. Tha t is right, sir.
Mr. H emphill. And the profits, of course, would be subject to 

taxation, 1 assume?
Mr. Minow. Yes, sir.
Mr. Hemphill. So the private free enterprise system is preserved?
Mr. M inow. Yes, sir.
Mr. H emphill. Is tha t the objective of your s tatement?
Mr. Minow. Exactly,  sir.
Mr. Hemphill. Now, how much interference or sabotage would 

you expect from the State Department?
Mr. Minow. I do not think we would antic ipate any, Congress

man Hemphill. Commissioner Craven has worked with the State 
Department for how many years, 40?

Mr. Craven. I think  I have worked with the S tate  Departmen t in 
interna tional  negotiations since 1919.

Mr. Hemphill. You have my sympathy.
Mr. Minow. And in the field of communications we have always 

worked cooperatively. We go to conferences together , and we have 
normally been successful.

As I mentioned, just  Monday we par ticipated here in a meeting on 
this.

Mr. H emphill. On pages 19 and 20 of your statement you said 
that the FCC or Government officials would have visitorial powers.

I assume that  the FCC would have far greater powers than  tha t?
Mr. Minow. On that  we meant to be sure to be able to get the 

books and records and know what is going on. We would suggest 
th at  NASA similarly have a representat ive to be there.
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Mr. H emphill. I do not want  to propose any governmental inter
ference because we have got too much of that now, but I just  wondered 
whether  or not it would be a good thing to have them report back to the 
Congress or back to you every year as certain other departments  are 
required to do under the law?

Mr. M inow. Well, any carrier—and cer tainly this one if it is estab
lished—will be filing reports with us very often. Once a month we 
have reports from most of the carriers.

Mr. H emphill. Which will include profit and loss?
Mr. Minow. Right.
Mr. Hemphill. Taxation?
Mr. Minow. Right, depreciation.
Mr. Hemphill. And services?
Mr. Minow. Right.
Mr. Hemphill. Thank  you very much, sir.
Mr. M inow. Thank you, sir.
Mr. Chairman. Mr. 4)evine?
Mr. D evine. Mr. Minow, is it correct tha t the entire Commission 

is unanimous in the opinion you have expressed before us here today?
Mr. M inow. Yes, sir;  I am very pleased to say we are unanimous.
Mr. D evine. And does tha t also apply to your appearance before 

the Senate committee on February 28?
Mr. Minow. Yes, sir.
Mr. D evine. I would ask you: Do you happen to have a copy of 

your testimony that you gave before the Senate?
Mr. Minow. I th ink we do. Our general counsel should have that.
Mr. Devine. The reason I asked you that , ] have copies of your 

Senate testimony and that is what 1 studied prior to your appearance 
here today.

Mr. Minow. I think they are almost exact, except that  we have 
added some points tha t occurred in the Senate after our appearance 
there, but I think in many cases-----

Mr. Devine. Do you have one there to which you can refer, if 
necessary?

Mr. Minow. Yes.
Mr. Devine. May I say this: It is most refreshing to have Govern

ment officials such as you and the other members of your  Commission 
being such stalwarts for the free enterprise system.

I would like to compliment you, not only on your statement, but 
on your general at titude in this field today.

Mr. M inow. I do not think that there is any difference tha t I 
know of on the bills here except for those proposing Government 
operation on the free enterprise part of it. Where the differences 
occur is as to which companies shall participate in the ownership.

Mr. Devine. I understand that . I think it is a very significant 
point actually, and I might say that I wrote to the President last fall 
urging tha t this be, this overall communications system be, in the 
field of free enterprise.

I was pleasantly surprised when I read a week or two ago that 
your recommendations were not  in complete accord with the original 
proposal of the President.

Now, in referring to your testimony before the Senate, I notice on 
page 2, the second line, you talk about:

It  should be open to par tici pat ion  of foreign nations thro ugh  ownership.
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The question of ownership is a bit fuzzy to me. Could you enlarge 
upon tha t in any particulars?

Mr. M inow. Yes, sir.
Mr. Devine. What type of ownership are you talking about?
Mr. M inow. All tha t the legislation contemplates here is the 

American partne r, the creation  of the American partn er. Foreign 
governments will want to, and I think should, own parts of the 
satellites.

They may own in common some ground stations in their  country  
tha t the American partner may own part  of, we do not know. But 
all this remains to be negotia ted out between the American entity 
which we are creating here, representing all American interests, and 
the foreign governments concerned.

Mr. Devine . How would these foreign governments acquire this 
ownership? Of course, tha t may be an administrative detail.

Mr. M inow. It is through negotiation. The analogy would be to 
the cable system where the y meet and work out a business transaction, 
depending on how much money each is willing to put in.

Mr. Devine. Perhaps through some financial assistance?
Mr. M inow. Not necessarily; not necessarily. I think the cables 

offer the best analogy.
The British, for example, and the Japanese and the Germans—■ 

there are a number of these; there are a lot of precedents involved in 
this—they own undivided interest  in the cables.

Mr. Devine. Tha t is one of the things that  I am interested in. 
How would they acquire this ownership? Are we going to do all the 
work, put all the funds into it, get it up and give away part of it?

Mr. Minow. Oh, no. As a matt er of fact, I think there are in
formal and preliminary discussions going on already with the British, 
is that  not right?

Mr. Craven. That  is right.
Mr. Minow. Commissioner Craven, I think, is more informed 

about that.
Mr. Craven. The concept is tha t the foreign correspondents, 

namely, the foreign entities will own their own ground systems, 
ground stations.

Mr. D evine. Ground stations?
Mr. Craven. They will ask and I think demand a right of owner

ship in the satellite equipment, for which they will pay the Corpora
tion.

Mr. D evine. For which they will pay?
Mr. Craven. Tha t is right.
Mr. D evine. I notice on page 4 of your statement, again, before 

the Senate committee, Mr. Chairman, you point out that S. 2650 
authorizes only ownership of the  Corporation by the United States?

Mr. Minow. The Corporation, which means the American entity .
Mr. D evine. Yes.
Mr. M inow. The American partner will be totally owned by Ameri

can interests, but then the American partner will own part of the 
overall world system in partnership with other  nations.

Mr. Devine. On page 8, the last paragraph of page 8 of th at sta te 
ment, it says:

Limiting ownership of the Corporation to the common carriers would give max
imum assurance that its facilities and operations will be responsive to the com
munications needs of the public.
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I pre sum e th at  you  and  yo ur  Com miss ion feel qu ite  strongly  on 
th at , do you  not?

Mr. M ino w. We do , and th at  is real ly, 1 th ink , the  m ost  im portant 
difference  we have with the  othe r bill.

Mr. D ev in e. I would say , for wh at it  is wo rth , th at I would agree  
with  you  in th at  area th at  the comm on car rie rs should own and  oper
ate  the  sys tem . Now as far as ground sta tio ns  are  concern ed, 1 
believe  you ind ica ted  th at  yo u thou gh t th at  th at should be flexible?

Mr. M inow . Tha t is rig ht , sir.
Mr.  D ev in e. If even  the gro und sta tio ns  were owned by the  com 

mon car riers, would you no t—with the  jur isd ict ion  and the au thor ity  
that  you  have, could you not enforce the  no nd isc rim ina tor y clause  
in th at  area?

Mr. M ino w. We could , altho ug h we thi nk  it ought to be spelled 
ou t here , because we are  mo vin g into a new area. We would like to 
have it —we would like the Con gress to se t thi s ou t ve ry clea rly to 
avoid an y litigat ion  or arg um en ts.

Mr . D ev in e. To have the guidelines?
Mr . M inow . Tha t is right
Mr . D ev in e. On page  10, aga in of the  sta temen t of Fe br ua ry  28, 

you indic ate  th at  each bill de lineat es in de tai l the  specif ic respon si
bili ties  of (1) the  Presi dent,  (2) NASA , and (3) your  org ani zat ion .

Yeste rda y, when Dr. Welch  w as here, I ques tion ed him as to whet her  
or no t, since  the  FCC has done  a fine job as a reg ulato ry  agency over  
the  years , wheth er or not the inject ion  of thes e addit ion al agencies 
migh t ten d to bog down thi s ope rat ion .

I call your  at tenti on  spec ifica lly to wh at is know n as the  sys tem in 
the  St ate De pa rtm en t. Do you feel th at , as the  Ch airm an  of your  
Com mission  and  speaking for the  othe r mem bers , th at  perha ps with  
eve ryone hav ing  their  hand  in thi s it might be incl ined  to bog down 
the  ope rat ion ?

Mr. M ino w. We th ink wi th the  com ments  and sugges ted  changes  
I have mentio ned  ear lier , th at  we will give the  comm itte e, th at  this 
can all be worked ou t in a very sa tis fac tor y way. We hav e worked 
with  NASA in tim ate ly  on a da y- to-day  bas is now for seve ral years, 
and  we get  a long fine; and w e h ave worked with the  S ta te  D ep ar tm en t, 
and  we have  not had  any dif ficu lty in this mat ter.

Mr . D ev in e. 1 would presum e, as you  ind ica ted  in your  ear lier  
tes tim ony, th at  you have been and you  would con tinue  to coopera te 
and work along with  these various  agencies, wh eth er  or not  this was 
spelled out in thi s pa rti cu la r legisla tion ?

Mr. M ino w. We would, yes , sir ; we ce rta inly  w ould .
Mr.  D ev ine. It  would seem to me th at  perha ps  the Fed era l Com 

mu nic ations Commission should  be the  key  reg ulato ry  agency here , 
pe rha ps  having  fina l decis ion, and at th at  pa rti cu lar junc ture , I m ight  
say th a t I associate myself wi th the  rem ark s made by  Mr. Hem phil l, 
of South Carolin a, in connect ion  with an y d isp ute s th at  m ay  arise wi th 
the Dep ar tm en t of Sta te.

Mr. M ino w. Right.
I am sorry  Con gressman Hemp hil l is gone, bu t for the  reco rd 1 

want to say  on the  vis ito ria l powers th at  Congr essman Hem phil l 
ask ed me abou t, we felt th at is required because  of the  an ti trus t 
laws, rea lly . One of the  rea sons th at  th at  is neces sary is because 
we a re going to create  one en ti ty  he re in which comp eting  carriers will 
be join ed.
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So therefore, some Government visitation here, we think, our law
yers tell us, is necessary and desirable under the ant itru st laws.

Mr. D evine. Thank  you very much.
That is all, Mr. Chairman.
The Chairman. Mr. Kornegay?
Mr. Kornegay. Mr. Minow, 1 would like to congra tulate you 

on your very fine s tatement and sav tha t it indicates a great deal of 
time, thought, and work in bringing together the multi tude of ideas.

Mr. Minow. I would like to say-----
Mr. Kornegay. I have been impressed with this fact in connection 

with your presentation.
Mr. M inow. I want to say to the committee tha t the Commission 

has worked very cooperatively in this. Commissioner Craven has 
been designated as our Space Commissioner. He is our oldest Com
missioner and he is in our youngest field, and he has been at this 
steadily, day by day, for years, and a lot of the credit belongs to 
Commissioner Craven for this.

Mr. Collier. He is in years, or oldest in service?
Mr. Minow. Both, I think.
Mr. Kornegay. He has done a fine job.
Just two or three questions, Mr. Chairman.
No. 1, I do not recall—you may have made some statement  about  

it, but  I do not recall—and tha t is with reference to foreign investors 
insofar as your plan is concerned.

Under this plan would we invite foreign investors; and, if so, would 
there be a limitation on the amount of stock, or would the ownership 
be limited strictly  to those carriers named in your  s tatement?

Mr. Minow. We think tha t there should be no foreign ownership— 
when I say “of the Corporation,” bv tha t I mean the American 
Corporation.

Then the American Corporation will own, together with other 
foreign interests, par ts of the overall system. But we think tha t 
there should be no foreign ownership of the American part.

Now the Communications Act does have in it now some specific 
provision—section 310, which has some limitations in it already on 
foreign ownership of licensees.

What  we would envision here would be American ownership of the 
American Corporation consistent with section 310 of the Communica
tions Act.

Mr. Kornegay. What  progress is being made in other foreign 
nations at this time?

Mr. Minow. I would like to have Commissioner Craven answer 
tha t, if I might.

Mr. Kornegay. All right, sir.
Mr. Craven. There is considerable progress being made. We have 

a report from the U.S.S.R. tha t they may be in a position to launch a 
communications satellite  in the very near future. There are plans 
on the par t of other governments to partic ipate , with or withou t the 
cooperation of the  United  States, in a sa tellite system. But I think 
tha t, insofar as those latt er governments are concerned, we are 
ahead in point of time.

Mr. Kornegay. Is it envisioned by anybody th at we would be able 
to cooperate o r th at  we would cooperate in having one broad system?

Mr. Craven. This matter  was discussed in Geneva in 1959. I 
was the  chairman of the U.S. delegation in that  respect. As a resul t
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of those discussions, I am quite certain that  we can rely on the co
operation of all of ou r allied powers.

Mr. Kornegay. Yes.
Mr. Craven. I also believe tha t there is a possibility of coopera

tion with the U.S.S.R. in a single system.
Mr. Kornegay. That brings me to my next question, and this one 

is properly one that should be directed to an engineer. What means 
would we have to preven t some nonpartic ipating nation  from utilizing 
our satellites, the satellites put up by the partic ipating nations?

Mr. Craven. We expect—there is no technical way to stop it— 
we expect tha t the nations of the world through the Internationa l 
Telecommunications Union, of which we are members, and of which 
110 nations are members, will cooperate in that respect, as they have 
in the past.

Mr. Kornegay. In other words, would it not be possible, if we 
had the system going, assuming that  the U.S.S.R. was not a member, 
a participating member, that  it, with the proper ground equipment, 
could utilize our satellites, transmitt ing messages from, say, Moscow 
to Vladivostok, or some other  area?

Mr. Craven. Some of the most educated systems tha t we have 
envisioned, which may be impractica l from a commercial standpoint, 
would make tha t unfeasible.

We can devise technical means to stop tha t.
Mr. Kornegay. Tha t is what I wanted to find out.
Now, one more question.
Mr. Minow, you stated that by limiting the ownership of the 

Corporation to common carriers, that it would enable them to, in 
the event of losses and heavy expenditures initially, to average out 
their costs.

Do you mean by this statem ent that they could average it out 
across the board in all of their participations?

Mr. Minow. No.
Mr. Kornegay. Or only in the Corporation?
Mr. Minow. Only in the interna tional services, and there might 

be some possibility of averaging with some of the overall inters tate 
services, but I would not think  that would be very significant.

Mr. Kornegay. In othe r words, the loss for the first 2, 3, 4, or 5 
years would not cause or permit A. T. & T. to advance, through the 
Bell Systems, telephone rates to individual subscribers?

Mr. Minow. No.
We will keep our eye on that, you may be sure.
Mr. Kornegay. That is all.
Thank you very much.
Mr. Minow. Congressman Hemphill, you will remember, we were 

talking about the need for visitorial representatives. Our lawyers tell 
us that the antit rust laws are one of the reasons why we have sug
gested such visitation, because we would be taking  competitors and 
putt ing them into a joint enterprise. Therefore, some Government 
representation there would be desirable.

Tha t is the reason.
Mr. H emphill. Thank you.
I am sorry I had to be absent.
The Chairman. Mr. Nelsen?
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Mr. N elsen. I wish to join my colleagues in complimenting Mr. 
Minow on his s tatement.

I find it a very fine statement, and, obviously, many of us are in 
agreement with it;  most of us are.

As I recall your previous s tatemen t relative to the powers of the 
FCC, you indicated you lost none of your power under this proposed 
bill or th e proposals tha t you have in your statement?

Mr. M inow. No, we think  not.
In fact, in some instances it is enlarged to take account of this new 

form of enterprise.
Mr. Nelsen. I see.
On page 16 of your statement at the bottom of the page, you refer 

to the Director of Telecommunication Management.
Mr. Minow. Right.
Mr. Nelsen. The President named on February  16, 1962.
Mr. M inow. Yes, sir.
Mr. Nelsen. And you sta te in this statement of yours tha t he 

would be in a position to avoid cumbersome and conflicting regulatory 
measures tha t the President  indicates that  he expects to rely on in 
this particular effort.

In this capacity as stated  here, would he interfere with your au thor
ity and your regulato ry—•—

Mr. M inow. No, we think to the contrary.
I might add that he is Dr. Irvin Stewart, who used to be, who was 

one of the earliest members of the Federal Communications Commis
sion.

His job really is concerned with the allocation of frequencies among 
Government users of the spectrum and we look forward to giving him 
our full cooperation.

'The Executive order creating his appointment  specifies that  nothing 
that  is in his assignment impairs any authority  of the FCC.

Mr. Nelsen. 1 just wish to be assured that  he does not interfere 
with your authority,  which I think you should keep. Thank you for 
tha t statement.

Mr. Minow. Right.
The Chairman. Mr. Thompson?
Mr. Thompson. Thank you, Mr. Chairman.
I think, Mr. Minow, I should join, too, in what appears to be an 

expression of surprise, a unanimous expression of surprise, that  the 
representatives of the adminis tration are talking for private enter 
prise.

Mr. Minow. I do not think that  should be surprising.
Mr. Thomson. Well, it  jus t appeared to be.
Do you have before you H.R. 10115?
Mr. Minow. Yes, sir.
Mr. T homson. On page 1, line 8, declaration of policy and purpose?
Mr. Minow. Right.
Mr. Thomson. Section 102(a):
The Congress hereby declares it is th e policy of the  United States— 

and so forth.
Mr. Minow. Yes, sir.
Mr. T homson. In all other communication matters whose responsi

bility is it to see that the policy of the U.S. Government is carried 
out in respect to th at  subject?
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Mr. Minow. Civil communications, I think, are within our regula
tory competence, subject to the will and the policy set out for us by 
the Congress in ihe Communications Act.

Mr. Thomson. In all matt ers you carry  out the policy of the 
Congress as i t relates to regulatory matte rs of communication; do you 
not?

Mr. Minow. Yes, sir.
Mr. Thomson. That brings me to page 7, under section 201, which 

begins under subsection (a ):
The Preside nt shall— 

and in paragraph 8 it says—
shall designate an official or officials of the Gove rnment to assist in the accom
plishment of the purposes  of thi s Act, who shall have  access to all the  books, 
records, papers, correspondence, and  files of the  Corporation, shall have the  
righ t to at ten d any and all meetings  of the Board  of Directors  or of the stock
holders of the  Corporation, and shall make certa in th at  what is being done and  
what  needs t o be done, both by the Corporation and  by  d epa rtm ent s and agencies 
of Government, are known at  all time s to  the  President, and  th at  recom menda
tions  are made  to him whenever necessary to at ta in  full compliance with the  
nat ional policy regarding  int ern ational communicat ions and space satellites.

Now, is tha t the section to which you referred as a visitation?
Mr. Minow. Oh, no.
What I was talking about is that we have some suggestions about 

visitation by representatives of the FCC and NASA. I think tha t 
what 1 was referring to in my statement  is the view tha t we have 
about tha t.

Mr. Thomson. You remember last winter, when there  was a rumor 
tha t Dean Landis was going to sit in the White House and spv on the 
FCC?

Mr. Minow. I do.
It turned out to be nothing but a rumor.
Mr. T homson. Well, it was not received very cordially in the 

Congress.
Mr. Minow. No.
1 remember that,  too, sir. I remember testifying about tha t the 

very first flay or so I was here.
Mr. T homson. Does this not sound like a Dean Landis sitting in 

the White House, spying on this private  corporation?
Mr. Minow. Well, I think not.
I think  our views about this have been expressed. We look a t this 

in the context of what our regulato ry job is, and I think we have 
expressed ourselves on th at.

Mr. T homson. In the ordinary context of regulatory powers, you 
do it, do you not?

Mr. Minow. Yes, sir.
You do have, of course, here an extraord inary thing. That  is why 

we are here.
You have got an extraordinary, new venture, and that is why we 

are trying to figure out  what, is the best way to get it going.
Mr. Thomson. Does not this language, “to atta in full compliance 

with the national policy,” imply direction of this  pr ivate corporation?
Mr. M inow. 1 cannot speak for the executive branch, and I would 

not want to characterize  it.
Mr. Thomson. I did not have the oppor tunity  yesterday to ques

tion the representa tive of another  agency on this mat ter.
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Mr. Minow. We are very conscious in this discussion today of our 
role as being an independent agency, accountable to the Congress, 
and that  is the way we have approached this matter.

Mr. Thomson. Does not this language seem to imply tha t the Presi
dent is going to tell you and the priva te corporation what needs to be 
done?

Mr. Minow. I think not.
1 think in our statement we set out some a lternative ways which 

we think can assure tha t the various agencies of the Government are 
working harmoniously on this.

Mr. Thomson. Did your Commission consider carefully this lan
guage that we are now discussing?

Mr. Minow. Yes, sir.
And I think we addressed ourselves to it in our statement .
Mr. Thomson. Now, on page 11, section 302:
The Preside nt of the  United Sta tes  shall designate inco rporators who shall 

arrange  for an initia l stock  offering and  take wha t other actions are necessary to 
esta blish the  Corporation, inclu ding the filings of articles of incorporation .

The remainder of the sentence is what I want to direct your 
attention to:
which shall ther eaf ter be amend ed only upon the  initi atio n or by the  approval of 
the  President .

Now, we have talked about private  enterprise and a regulated 
company. Whose company is this?

Mr. Minow This is a priva te company which will be, in effect, 
authorized and created at  the direction of the Congress.

Mr. Thomson. But they  cannot amend their articles except by 
the initiation of the President or by the approval  of the President?

Mr. Minow. Well, again, I am not in a position to speak for the 
executive branch, and in our statem ent, as I say, we suggested some 
alternative proposals.

Mr. Thomson. There is some apprehension that has been expressed 
about the influence of the State  Department here, but  it appears to 
me tha t this is a proposal to create a corporation with private  capital, to 
man it with technical know-how of private enterprise, but to have it 
not regulated by the Government b ut dominated by the  Government.

Mr. Minow. There again, I think in our statement we have ad
dressed ourselves to some al ternat ive suggestions, and I am not in a 
position to speak for the executive.

Mr. Thomson. I might say I like some of the suggestions you have 
made, but I do not  join in the confidence expressed by so many 
members here that this is the usual p rivate  industry manner of ei ther 
creating a corporation or regulating it or dominating it.

Mr. O'B rien. Would the gentleman yield?
Mr. Thomson. Certainly.
Mr. O’Brien . Is i t not a fac t tha t if the suggestions made by you, 

Mr. Chairman, were adopted by this Commission, tha t section 302 
would be meaningless and would not be in the bill at  all?

Mr. Minow. I think t ha t is right.
The way we would propose it, I think, would be that it would fall 

more within the established regulatory process.
Mr. Thomson. Do you mean section 302 in the bill tha t I am 

reading relates to the process of organization?
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Mr. O’Brien. Yes.
Mr. Minow. Well, in part.
Mr. Thomson. Yon do not go for this particular feature of the 

organization, do you?
Mr. Minow. No, bu t I do think in our s tatem ent we did say some

thing about amendment  of the articles of incorporation. We had an 
alterna tive suggestion on tha t. Tha t is the lat ter  part.

Mr. Thomson. Thank you.
Tha t is all.
The Chairman. Mr. Rogers?
Mr. Rogers of Florida. Jus t a question or two, Mr. Chairman.
Mr. Minow, as I understand  it,  you feel t ha t you would need addi

tional author ity to deal with this particu lar Corporation tha t you do 
not now possess under the laws to deal with carriers, is tha t true?

Mr. Minow. That is right; because this is a different kind of carrier 
than we have ever dealt with, we do think that there should be 
some-----

Mr. Rogers of Florida. What are the main additional points of 
authority  tha t vou would request tha t differ from the present law?

Mr. Mi now. The fact tha t we suggest tha t there should be re
quired approval by the Commission of changes in capital and the 
chart er and certain visitorial rights and access to books and records.

Because the accounting problems will be different, we think tha t 
there should be g reate r flexibility in enabling us to do a bette r job 
of ratemaking.

You have got a carrier  here which is going to be serving other 
carriers, not the public, and for that reason we do think some differ
ences in regulatory approach are necessary.

For example, the conventional tariff requirements  may not apply 
as they do now, and so on. We will submit some specific language on 
that .

Mr. Rogers of Florida. On the additional authority?
Mr. Mixow. Yes, sir.
Mr. Rogers of Florida. Thank you, Mr. Chairman.
The Chairman. Does any other member have questions? I have 

several, but I will give anybody else an opportuni ty to proceed at this 
time.

As I understand it, Mr. Chairman, the principal areas of difference 
between what you recommend and what is recommended in the ad
ministration biil are, No. 1, the stock ownership; No. 2, the rate  base, 
which would have to do with the class B stock; and, No. 3, the ground 
facilities, operation and ownership of the ground facilities.

Mr. Minow. I think  those are the major substantive points, Mr. 
Chairman.

The C hairman. Of course, there are many other  things?
Mr. Minow. Right. The others. I think, go to mechanics, but 1 

think  those are the major  substantive points.
The Chairman. Of course, there is that major difference, I know, 

which has been raised here as to the authority  of the President.
Mr. Minow. Yes, sir.
The Chairman. The dispute, in my judgment, is more political 

than it is of major substance in the bill, although I would not be 
deluded into thinking tha t the President would not under this lan
guage, have a lot of authority and power if the bill were to prevail.
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I also know that under the sta tutory  provisions setting up the Space 
Council, that the Congress has given a lot of power to the Chief Execu
tive and, I assume, appropria tely so.

But let us talk  for a moment about the question of securities. I do 
not want to let the hearings conclude without having as good a record 
as we can make in this part icula r field as well as others.

Is the sale of securities by the communication carriers now subject 
to regulation by the Federal Communications Commission, or subject 
to the regulation of the  Securities and Exchange Commission?

Mr. M inow. The Securities and Exchange Commission, sir.
The Chairman. I recognize tha t you are probably not intimate ly 

familiar or an expert in the laws administered by the Securities and 
Exchange Commission, although, as a lawyer, T am sure you must 
have some knowledge of the field. But I do believe t hat  this m atte r 
should be opened up by the committee and pursued.

First,  is there anv difference insofar as disclosure requirements  are 
concerned with respect to marketing of securities under H.R. 10115 
and H.R. 9696?

Mr. M inow. We would think yes. We are not experts on the 
securities law, Mr. Chairman, although I might add tha t the Chairman 
of the SEC was my law professor who tauglit me corporations, bu t I 
think I had bette r le t the SEC speak for itself.

I would think this, though:  10115 contemplates an offering to the 
general public, and I think there is no question that tha t would have 
to be registered and processed bv the SEC.

With respect to 9696, I think there you have got a question, be
cause tha t would contemplate a limited offering, limited to a certain 
small, qualified number of stockholders and not to the general public, 
and 1 think the rules would be different. But I would not want tha t 
opinion to go as any more than a curbstone opinion.

The Chairman. In other words, you are of the opinion now tha t 
they would require full disclosure in every way, and a meeting of all 
SEC disclosure requirements under the administra tion’s bill, but it 
would probably be limited under the bill 9696?

Mr. Minow. That would be our view, but I would emphasize 
tha t tha t is not a view of an expert.

The C hairman. Under  9696, the internationa l carriers would pur
chase shares of stock in the sate llite corporation; is that true?

Mr. Minow. Yes, sir.
The Chairman. How would they raise the funds which would 

be needed to purchase stock in the satellite corporation?
Mr. Minow. We have asked—during the course of our stud y of 

this problem, we asked the carriers if they were willing to invest in an 
enterprise, and received answers from each of them. I do not thin k 
they went into how they intended to raise the money, whether to 
take it  out of existing capital or have an offering. I think  t ha t would 
vary, depending on each carrier.

The Chairman. And you would not know whether they would 
have to sell additional securities of their own in order to raise the 
necessary funds?

Mr. Minow. No; I would not. I think it would probably vary 
with their financial st rength and cash position at the time.

The C hairman. Would it come from the rates received?
Mr. Minow. I am sorry, I did not hear you.



434 COMMUNICATIONS SATELLITES

The Chairman. Could it come from the proceeds derived from 
rates  of their existing organization?

Mr. Minow. Oh, I think so, from retained earnings. Tha t is
ce rta inly  a poss ibility.

The Chairman. In other words, would the Commission be required 
to approve higher rates  provided by the general public for their 
existing facilities in order to meet their requirements  for funds to go 
into this new adventure?

Mr. Minow. I would think not. Certainly there has been no 
indication of tha t in the responses to our inquiries into the matte r.

The Chairman. I think  it would be interesting to go into tha t and 
find out, because somebody is going to have to stand  for it.

Mr. Minow. I would think it would come either from existing 
resources—some of them may go out and have a public offering to 
raise new money, but the extent of our knowledge of i t is tha t, based 
on the responses we have had, they are willing to put up designated 
amounts of money for the new enterprise.

The Chairman. Could you state  whether or not registration sta te
ments would be required under e ither proposal?

Mr. Minow. 1 think definitely under 10115, and, as to 9696, I 
would presently doubt it, but 1 would hate to have tha t go in as an 
informed opinion. You see, if you limited it to the carriers, they 
have full knowledge of the situation and the necessity for public dis
closure about a lot of things I do not think would be as necessary.

The Chairman. I would assume they would have to make detailed 
disclosures in whatever registration statement  would be required, 
would they not?

Mr. Minow. Under 10115, yes, sir; but on 9696 we are not sure.
The Chairman. In other words, what I am getting  at now, would 

it  be necessary to disclose or would the statements have to set forth 
whether the high altitude system or the low altitud e system would be 
expected to be used?

Mr. Minow. Oh, 1 think on 10115 there would have to be a full 
disclosure of all the relevant scientific and technological possibilities; 
yes, sir, whatever is known would have to be disclosed.

The Chairman. In o ther  words, is it likely or is it a possibility that  
a lot of information would have to be made public while they are in 
the process of developing this system?

Mr. Minow. I would think in general the answer would be yes, 
except where there was anything of a military classification or any 
thing like that .

The Chairman. It seems to me tha t it might be necessary to reach 
some decision along this line in advance of the sale of securities as to 
whether or not such procedure would be practical.

Mr. Minow. This is one reason I think, Mr. Chairman, tha t we 
have taken the view tha t the carrier base would produce a faster 
organization.

But I think on these other  questions, tha t the view of the SEC 
would be a much b etter one than ours.

The Chairman. I apprecia te tha t, but  it does appear to me that  
this may be an area that sufficient atten tion may not have been 
given to, and I raise the question because I feel that it may be neces
sary  for all of the interested Government agencies and members of 
the committee and the Congress to begin thinking about this.
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I t seems  to  me it  is an im po rta nt  ar ea  t ha t should be given  a tte nt io n 
and  con sidera tion, and no t wai t un til  we are  throug h and  then find 
ou t th at  we have ove rlooked maybe a vi ta lly  im po rtan t issue here .

Mr. M ino w. I know th at  we have con sul ted  inform ally with the  
SE C on some aspects  of thi s, bu t if you  would like  us to pa rti cipa te  
in ge tting  a de tai led  opin ion  from the m,  Mr. Ch ai rm an , or if you  wan t 
to do it dir ect ly,  we wou ld be glad to coopera te in an y way  we could.

Th e Chairma n. In view of the  fact th at  there  is a jo in t responsi 
bi lit y here—and  I un de rs tand  th at  much of the  ac tiv ity  c on tem pla ted  
by  th is b ill is going to come  un der vour hear ing , su pervis ion  an d reg ula 
tio n—it seems  to me th at it  might be advisabl e for  you to have some  
consult ati on  with the  SE C alon g thi s line.

It  m ay  be th at  I am comp letely  o ut of o rder and  it does not inv olve 
the m at all, but it ju st  seems  to me th at  the re might  be some thi ng  
here .

Mr . M ino w. We will be glad to pursu e our conversations furth er,  
Mr. Chairma n, and pe rhap s subm it to you a le tter  based on ou r 
consult ation  wi th the  SE C and  subm it it for the  reco rd.

The Chairman . Tha nk  you. Now , the  ca rri er  reg ula tions pro 
visio ns of the  Comm unica tions  Act of 1934 are  sile nt  on com mu nic ations 
by satell ites. You are  awa re of th at ?

Mr. M inow. Yes, sir ; also telev ision.
The Chairman . I believe, however, it is m ade very clea r th at  when 

you  speak of rad io in the  Comm unica tions Act , th at  inc ludes 
television?

Mr. M ino w. Yes, sir.
The Chair man . B ut it  does no t inc lude sat ell ite s, does it?
Mr . M ino w. Ou r gen era l counsel says it stil l invo lves  the  tran s

mission  of rad io energ y. It  could  be in terp re ted to enc ompass 
sa tel lite com mu nic ation  as well, alt hough ce rta inly  it was no t 
conte mp lat ed  when th e 1934 ac t was wr itten ?

The Chairman . T hat is rig ht.  None of the  bills before the  com 
m itt ee  take the  form  of any am endm ent to the  Comm unica tions  
Act?

Mr . M ino w. T hat  is cor rec t, sir.
Mr. Y ounger . Wil l the  gen tlema n yield?
The Chairma n. Ju st 1 second. I wondered if it would no t be 

well to conside r am en dm ents to thi s pro posal  to ma ke it  clear th at 
th e exis ting  re gu la to ry  powers w ith  refe renc e to car rie rs are app licable 
to an y new syste m such  as this.

You said thi s morning  th at  you wante d to be sure  th at  the  Co r
porat ion  complies  wi th the Co mm unica tions  Act. Now, if the  
Co mm unica tions Act is not  app lica ble  to it, how could you req uire  
com pliance?

Mr.  M ino w. Ou r prop osed langua ge cha nge s that  I me ntioned 
this mornin g co nte mpla te am endm ents to the  Comm unica tions Act .
I should also po int ou t, Mr. Ch air ma n, th at  the re are  refe rences  in 
10115 to the Co mm unica tions  Act , spec ifica lly section  401, which is 
hea ded , “A pplicab ili ty of Comm unica tions Act of 1934.”

For the record , Mr. Chairma n, I mig ht also add th at  S. 9696, 
sect ion 405. also has references to the  Comm unica tions Act.

The  Chairma n. Very well. I suppose you will conside r th a t and 
see if it is suff icient?
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Mr. M inow. We think this is very important and the language 
which we are going to submit to the committee’s staff will address 
itself specifically to this point.

The Chairman. Fine, we will be glad to have that.  Now, let us 
go back to this ground station discussion.

Yesterday, Dr. Welch in his testimony to the committee, on behalf 
of the administ ration’s proposal, told us th at they felt that the Corpo
ration and the carriers, private  carriers, should be permitted to own 
ground station facilities. T asked him why, if the Corporation is set 
up to take care of the phase of communication through satellites and 
then the signal is to be transmitted in the usual way after it returned 
to ground receiving stations, would it be necessary for the United 
States  to provide for the Corporation to own ground stations  within 
the United States, recognizing that it would not own ground stations 
elsewhere—that is, in foreign countries.

And it was not clear to me that he had any good answer to the 
problem, except it was developed that perhaps it might be advisable, 
should some national defense purpose or something come up, it would 
be necessary.

Now, you say that you think that particular problem should be 
left flexible. What do you mean in this respect that it should be 
flexible?

Mr. Minow. Well, there are some divisions of opinion within the 
scientific community about the technical desirability  of having a 
unified system where one entity owns and operates ground stations  
as well as satellites.

If agreeable, I would like to have Commissioner Craven try to ex
plain what these different theories are within the engineering.

The Chairman. I would like to have him do that  because maybe 
my la ter questions would be affected by it.

Mr. Craven. Within the parameters, electronic parameters of the  
system as a whole, there are several ways of establishing ground sta 
tions with different types of equipment, some better  than the others, 
some more adapted  to telephony, some more adapted to telegraphy, 
and if one corporation owns it all and puts the money in the situation, 
it would be very difficult to make a change to accommodate all needs 
of the  different carriers.

So some of the carriers feel that from the standpoin t of technological 
progress, it is highly desirable that they have the right to show th at 
it is in the public interest to establish their own ground stations in 
order to keep up with thei r specific technology.

The Chairman. Tha t is a specific point I wanted to raise. Why 
should anybody else besides these carriers be permit ted to operate 
ground stations?

Mr. Craven. There is a limit to the number of ground stations 
that  we can have, anti perhaps we will have to have some joint owner
ship, and the Commission felt that perhaps the corporation might be 
one that owned some of those ground stations.

The Chairman. Is it anticipated  then tha t several common carriers 
might own a particular ground station and all of them use that?

Mr. Craven. That  could be possible, but we want entire flexibility. 
There is quite a division among the common carriers with respect to 
tha t. Some of them want to join in and own jointly  some ground 
stations. Others desire to have their own ground stations.
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The Chairman. If a company is going to transm it signals and serve 
the public, then it should have its own ground stations or be per
mitted to use them jointly, is th at not right?

Mr. Minow. I think that  is right. Our view is tha t even if a 
carrier does n ot want to build its own ground station , it must have 
access to either another carrie r’s ground station  or the corporat ion’s 
ground station .

The Chairman. From what you know about it, is it  possible that 
some of the carriers would not be able to set up their own ground 
stations?

Mr. Minow. Oh, yes, sir; some of the small ones will not have the 
funds, the wherewithal, to do this.

The Chairman. And it is yo ur position, then, tha t if tha t is true , 
in order  to prevent a monopoly in the telecommunications field, then 
that the corporation would be permit ted to set up a ground station 
in order to help these smaller carriers out?

Mr. Minow. Tha t is right.
The Chairman. I s tha t the theory?
Mr. M inow. In part. Now, Mr. Chairman, to be specific, Western 

Union and, I think, General Telephone have both taken the position 
that  the overall entity should own the ground station . My recollec
tion is t ha t the A.T. & T. and RCA and I.T. & T. have taken the 
other view. But there is a division of opinion about this, and that 
is why we would like to keep this flexible so, as these experiments 
occur this spring, we will be able to make a much more informed 
and intelligent judgment about  it.

The Chairman. I can see some reason for that  viewpoint, but, on 
the other  hand, it does seem to me, if the corporation  is set up for a 
part icular purpose, and tha t is to do a job that  it is well known that 
private carriers cannot do—the satellite operation itself—it should 
perhaps own the ground stations. But if this corporation is not going 
to engage in transm itting signals and become a ca rrier  itself after  the  
signal reaches the ground, either here or some other country , it just  
seems to me it is a foot in the door to set the corporation up as an 
organization to establish the ground stations and then to have use of 
them.

Now, we have seen these proposals in connection with other things. 
As a mat ter of fact, we have  seen recently the atomic energy program, 
and o ut of a certain operation comes something else.

They say that we have got to set up an additional operation in order 
to utilize what comes from this, and I just wanted to find out and 
make it very clear tha t if the sate llite corporation has a function to do, 
it seems to me we should not be putting it into other fields of operation 
tha t it was never in tended for and then be faced later with a request 
to th e effect that, well, we have got it this far, now we have got them 
up, we have got to use them.

Mr. Minow. That is why, Mr. Chairman, we think in view of the—
I thin k you well stated  the complexity of it—in view of the differences 
among the technical people, we would prefer keeping this decision in a 
flexible manner until a later  date.

The Chairman. I cannot  see where there  is much difference in the 
way you explained the viewpoint of the Commission and the inten
tion that was expressed by Dr. Welch yesterday in this regard.

S2059— 62— pt . 2-----7
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Mr. Minow. I think that  is right. I have looked at his testimony 
on th at,  although we think  tha t the language of 10115 is subject to a 
contrary interpretation, and it may just be a language interpreta
tion or clarification that  is needed.

The Chairman. 1 am glad to develop this record, giving the 
committee an opportunity to consider it along with the recommenda
tions by you and the represen tative  from the administration. Now, I 
should like to ask a question with reference to one other point and. 
Commissioner Craven, 1 would direct this to you. The record so far 
seems primarily to be on the kind of organization to be formed to own 
and operate the satellite ; that  is, whether Government-owned, 
common carrier owned, or widely owned with participation by the 
general public and common carrier interests.

Do you have any thought that  perhaps there might be something 
in the record concerning the kind of satellite envisaged here?

Mr. Craven. 1 think it is too early to come to any positive con
clusions. As you know, Mr. Chairman, there are several types ol 
orbits which have been suggested, and there are several types ol 
electronic parameters tha t have been suggested. For example, we 
have had what we call the low orbit, the random orbit type, the low 
equatorial orbit, and the high equatorial orbit, and the high syn
chronous orbit type.

We expect to have some experiments commencing next May which 
will lead to some information as to which is the most feasible system.

As time goes on, and as we get more power in the boosters, we may 
find out what type of electronic circuits are necessary for each type 
of orbit, including the high orbits. I think it is premature at this 
time to make a positive judgm ent as to which is best. I also know 
tha t the entire indust ry is pre tty  well divided on the subject at this 
time, and we do need more experimental data.

The Chairman. But I would assume tha t the principle involved 
here would have to do with relays; tha t is the concept, is it  not: re
lays from ground station to satellite, from ground station  to some
where else to another ground station?

Mr. Craven. All of them have the same principles. Tha t is, they 
sta rt with the domestic landline system or radio system, go to the 
ground station , and then go to the satellite, then down to the receiv
ing s tation  in another country , then back on to the domestic system 
of another  country. All of them have tha t. The satellite  is the re
lay.

The Chairman. All right , Commissioner. I know this is not the 
right thing to do, bu t it jus t happens that it develops th is way;

Do you recall testifying before the committee last July, when 
you discussed these developments, at which time you mentioned the 
possibility of developing where the broadcasting by satellites would 
be directly to the home, without going through the ground relay 
station?

Mr. Craven. I have some recollection of that;  yes, sir. I would 
like t o expand on it now. I do not think  at any time I have taken 
the position tha t it is technically unfeasible to have broadcasting, 
interna tional  broadcasting, from a studio in one nation by way of the 
satellite directly to the homes of another nation. Tha t is not the 
problem. The problem is frequency allocation. Whose frequencies are 
we going to use? Are we going to use existing frequencies of our
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domestic systems? The domestic systems and the satellite systems 
direct to the homes cannot exist side by side.

The next problem is w hat standards are we going to use, in tele
vision, for example. Standards throughout the world differ. Basi
cally, the  electronic distr ibution systems of foreign countries are on 
a 50-cycle basis, while ours are on a 60-cycle basis. Some foreign 
nations have far different standards than  we do. For  example, they 
have 7-megacycle bands abroad. The voice carrier and the video 
carrier are separated further than  ours are.

Where are the frequencies coming from?
Those are the problems th at face us.
At the present time there is no provision for internationa l broad

casting direct from the satelli te to the homes in the form of frequency 
allocation. I think we would have to have cooperation among 
nations,  which has never existed to that  extent before.

The Chairman. But I believe you did tell us last year that you 
would not rule out the possibility, even though it might be 20 years 
a wav?

Mr. Craven. Tha t is true. Human nature  may change.
The Chairman. Well, now we are proceeding here today, and you 

are administering a very important program tha t was designed and 
approved by the Congress in 1934.

That is about 28 years ago.
There have been a few amendments, yes, but the basic act is still 

with us. Now, we are in a position where we can look forward 20 
years and see where we will be.

Mr. Craven. Of course, I have no objection to trying to look 
forward. I have always found tha t hindsight was bette r than fore
sight, though.

The Chairman. Yes, we are more sure of it.
But you do not think  that  we should give too much concern or take 

too much time with tha t basic problem a t this time?
Mr. Craven. At th is time, but 1 think  it is a problem tha t has to  be 

met sometime as we learn more. I would have some difficulty----- -
The Chairman. If I recall correctly, you were talking about the 

possibility of television and the audio would probably beat the picture 
by some 3 seconds back and forth and it would be awfully hard to 
get the thing coordinated.

Mr. Craven. There is a lot to be learned as yet and we have no 
experimental data on it at the present time, and there are grea t 
differences of opinion.

For example, one of the large electronic companies is doing some 
research on this very project in which they expect to have 50 mega
watts of solar power in the sate llite, which is believed to be necessary 
to ge t enough signal into the homes of o ther nations.

I asked tliem what  channels they were going to use.
They said channels 7 to 13.
Well, t ha t takes away all of those stations in this country on chan

nels 7 to 13 and puts it in an international service.
The C hairman. I imagine there would be a problem there.
Mr. Minow. There might be a little problem of dein termixture.
Mr. Craven. And I was told that I had bet ter  get wise to myself 

and get abreas t of the electronic age because it is upon us. The world 
thinking has to change, I was told. We have to become one man ’s
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world—I mean a one-world type of a thing now, no longer independent 
nations. So I gave up.

The Chairman. I raised these questions because I think  that  some
day we might be faced with them.

Mr. Craven. I have no doubts tha t there will be a proposal from 
some of the large research companies to experiment in this, and from 
tha t experiment I think we will learn a lot. I also think we will 
learn a good deal from the other governments of the world as a result 
of th at experiment.

The Chairman. Again, let me thank you, Chairman Minow, and 
the members of your Commission and of your  staff that are with you, 
for vour very fine presentation  here today.

Mr. M inow. Mr. Chairman, I could not let the record close with
out saying a word about our staff, which I think has done an excep
tional job here on this problem.

We are, as you know, a small agency by Government standards, 
and we have taken people from our Common Carrier Bureau and our 
General Counsel’s Office and other parts of the agency, and they 
have devoted themselves outside of their regular duties to this, and 
I think  they have done a splendid job in advising us.

The Chairman. I want to join you in that compliment, and I know 
that  your staff has been of tremendous help in this whole matter.

That will conclude the hearings today.
The committee will adjourn until promptly at 10 o’clock in the 

morning when we will have Mr. George C. McGhee, the Under 
Secretary of State, as the witness.

Thank you very much.
(Whereupon, a t 3:50 p.m., the hearing was adjourned, to reconvene 

at 10 a.m., Thursday, March 15, 1962.)
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T H U R S D A Y , M A R C H  15 , 1962

H ouse of Representatives,
Committee on I nterstate and Foreign Commerce,

Washington, D.C.
The committee met, pursu ant to recess, at 10:15 a.m., in room 

1334, New House Office Building, Hon. Oren Harris  (chairman of 
the committee) presiding.

The Chairman. The committee will come to order.
When the committee adjourned yesterday , I announced that Mr. 

George McGhee, Under Secretary of State for Political Affairs, would 
be the first witness th is morning.

That was the schedule and the committee’s intent ion, but unfor
tunately Mr. McGhee was requested to perform rather important 
functions for the State Department this morning at 10 o’clock, and 
he will be a little late arriving.

Mr. McGhee. Mr. Chairman, I am here at your disposal.
The Chairman. Oh, you have already  arrived. I was advised that 

you would not be here until 10:30, Mr. McGhee.
We will then proceed as we announced yesterday, and we will have 

Mr. McGhee at this time for the State Departmen t with reference to 
H.R. 10115 and related bills on this subject.

Mr. McGhee, let me say that  I am glad to extend a hear ty welcome 
to you from the committee on this highly important subject.

Mr. M cGhee . Than k you very much, Mr. Chairman. I appreciate 
very much-----

The Chairman. Do you have someone with you that  you would 
like to sit at the witness table?

Mr. McGhee . Yes, thank you.
The C hairman. You may identi fy them for the record, if you wish.

STATEMENT OF GEORGE C. McGHEE, UNDER SECRETARY OF
STATE FOR POL ITIC AL AFFAIRS, ACCOMPANIED BY T. H. E.
NESBITT, FOREIGN SERVICE OFFICER, DEPARTMENT OF STATE,
AND LEE R. MARKS, ATTORNEY, DEPA RTMENT OF STATE

Mr. McGhee. 1 would first like to say I wish to express appreciation 
for your courtesy in allowing me to be late this morning.

I was requested to represent the Department of State in the farewell 
ceremony for the President of the  Camerouns. However, his de par
ture was on time and so I was able to come immediately from there.

I have a prepared statement which, with your permission, I will 
read, sir.

The C hairman. Yes, sir, you may then proceed.
441
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Mr. McGhee. The Department of Sta te supports H.R. 10115 and 
H.R. 10138, an identical hill, the proposal of the  President submit ted 
to the Congress on February 7, 1962. This legislation provides for 
the establishment of a Communications Satellite Corporation which 
would be the agency for U.S. participation in the establishment of a 
worldwide conimuniqations satellite system. The Department is 
pleased that the Congress is proceeding promptly to take up this 
urgent matter. We hope that  H.R. 10115 will be passed during this 
session.

It is important for the accomplishment of the national objectives 
of the United States  tha t an international communications satellite 
system, developed under U.S. leadership, come into  operation as soon 
as possible. I propose to discuss briefly with you today the following 
three aspects of this program which are of the greatest concern to the 
Department of State as the  agent of the President in foreign relations:

1. The internat ional significance of communications satellites and 
the foreign policy considerations which make U.S. participation and 
leadership in the development of this striking new capability so 
impor tant.

2. The necessary role of the President’s proposed legislation in 
providing a focus to the U.S. effort.

3. The nature  of the international task to be undertaken upon 
establishment of the Corporation: the task of proceeding with the 
organization of a global communications satellite system in coopera
tion with other countries.

T II E  IN T E R N A T IO N A L  S IG N IF IC A N C E  OF CO M M U NIC ATIO NS 
SA T E L L IT E S

In the application of space technology to interna tional communica
tions, we have an oppo rtunity to make available to many nations  
a new technology for purposes which are unquestionably peaceful 
in nature  and beneficial to mankind. Satellite relays, in their appli
cation to communications, are primarily international. For some 
large countries they may ultimately augment domestic communica
tions nets; however, their  greates t importance will unquestionably 
come in linking countries across the oceans and the continents. 
Communications satellites hold the prospect ol enabling the geo
graphic patte rn of internationa l communications to become truly 
global.

The creation of such a new medium for international communi
cations would, when economically feasible, enable the establishing 
of direct communications services to countries where such service is 
not now available. It would make possible a closer interlinking ol 
remote nations, leading to a freer and more rapid exchange ol infor
mation and ideas, and a more rapid exchange of governmental and 
private communications which could greatly  improve international 
understanding. From a purely practical point of view, the estab
lishment of this new capabili ty should help ease the everincreasing 
congestion and overloading of present international communications 
facilities. It would most certainly provide a marked stimulus to 
commerce. We may look forward to greater reliability, security from 
interference and, hopefully, eventual economies.
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In view of tiie high capital cost and great capacity of this means of 
communication, it is desirable tha t there be but one such system in 
operation for global commercial use at  least for some time to come.

More broadly, the enactment of the proposed legislation would 
further U.S. foreign policy objectives by providing a tangible demon
stration of our open and cooperative approach in the peaceful uses of 
space. It would lead to opportunities  for all members of the family 
of nations—large and small, developed and underdeveloped—to 
participate in a t ruly interna tional  joint venture which will be clearly 
to the benefit of mankind. It would lead in a major way toward 
building the community of free nations of which the President spoke in 
his message on the s tate of the Union.

There is widespread recognition in other countries of the prospective 
economic and political benefits from the successful development of 
communications satellite relays. The Internat ional Telecommunica
tion Union (ITU) has given active and foresighted atten tion to the 
problem of making available the necessary allocation of radiofre
quencies. Allocations for experimental space communications were 
made in 1959, and an extrao rdinary adminis trative radio conference 
is t entatively scheduled for la te next year to consider allocations for 
continuing space communications uses.

On Monday of this week the Vice President addressed the opening 
meeting of two study groups of the Internationa l Radio Consultative 
Committee (CCIR) of the ITU, attended by delegations from 
approximately 25 nations, one of which has just  begun the study of 
technical problems relating to space communications. In his opening 
remarks the Vice President said :

Radio has revolutionized the  world. And this  would not have  been possible 
withou t the  work of the  Intern ational Radio Consultative Committee and the 
Int ern ationa l Telecommunicat ion Union.

The base for future intern ational action will come from your  studies and 
recom mendations  here in Washington . You can lay down wise guidelines here 
which will influence other bodies in the  years th at  lie ahead.

My Government is vit ally interested in seeing tha t utili zatio n of any new space 
communica tion facilities will be available to all count ries of the  world. At the 
same time, we recognize the  problems of adj acent countries in regional areas in 
planning thei r most efficient and economical usage of th e system.

The CCIR meeting convened here in Washington last Monday 
represents the  first formal step at an official international governmental 
level to come together and deal with some of the technical problems 
presented by these new challenges.

Preliminary views on frequency allocation proposals, prepared by 
U.S. experts last year, have already been ci rculated to all of the 115 
members and associate members of the ITU, and they, together with  
the comments received, will provide a basis for formulation of the 
U.S. position at  the conference. If we are to secure general support 
for the allocation of frequencies for a commercial satellite system, it 
will be important for other states to feel tha t they  will share in and 
benefit from the  establishment of such a system.

Keen interest in space communications was evident during the 
discussions of the United  Nations General Assembly in December 
1961; a t that  time a resolution calling for cooperation in space com
munications and othe r peaceful uses of oute r space, with appropriate 
United Nations assistance, was adopted unanimously. I would like 
to introduce for the record, if I might, Mr. Chairman, this General
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Assembly resolution, as well as Ambassador Stevenson’s explanatory 
speech of December 4.

The Chairman. You may include those two documents in the 
record following your statement.

Mr. McGhee. As this committee is well aware, a number of 
countries, including the United Kingdom, France, Brazil, Italy, and 
Germany, are well advanced in preparations  to join with us in com
munications experiments late r this year in connection with Projects 
Relay and Telstar; possibilities of participat ion by additional countries 
in these and la ter experiments are being actively explored.

This widespread intere st is readily understood, for the possibilities 
offered by  this new communications vehicle capture  the imagination. 
For example, it offers to us the prospect of direct communications 
links with our embassies, with the newly emerging nations of Africa 
and Asia, and with our sis ter countries of Lat in America. It  promises 
the prospect of simultaneous viewing by television in all pa rts of the  
world of the key deliberations of the United Nations.

And as our traditional trade and cultural ties with the nations of 
the new burgeoning European community expand, as they inevitably 
will, these new communications channels will provide us the needed 
capacity for handling the resul tant greatly increased volume of com
mercial traffic. They will also make it possible to enlarge our con
tacts  through telephone, broadcast, and TV exchanges.

In this connection it is significant to recall Mr. Khrushchev’s 
state men t in his le tter to the President of February 21,  1962, in which 
he said:

If our  countries pooled thei r efforts—scientific, techn ical, and mate rial—to 
explore outer space, this  would be very beneficial to the  advance of science a nd 
would be acclaimed by all peoples  who would like to see scientific achievements 
benefit  man and not be used for cold war purposes and  the arms race.

Bet ter communications also offer one of the most hopeful ways of 
bridging the present sharp political divisions between the nations of 
the world: Thus, as we actively examine possibilities for space co
operation with the Soviet Union as directed by the President, the 
possibility of coopertion in space communications has special att rac 
tiveness. We are hopeful that the Soviet Union, which cosponsored 
the U.N. resolution looking toward a global and nondiscriminatory 
satelli te system, will join with us in implementing this objective.

Thus, what we do to develop and use communications satellites, 
and the spirit  in which we do it, are being closely watched by the other 
countries of the world.

importance of H.R. 10115

It is generally agreed that it is essential tha t the United States have 
a suitable agent to take the lead in the  development of communications 
satellites  and in working out arrangements for their launching and use 
in cooperation with other  countries. Legislation to this end is em
bodied in H.R. 10115, the proposed Communications Satellite Act of 
1962. It  is important tha t the corporation envisaged in the bill come 
into existence at an early date.  While much research is underway, 
no responsible body is planning the operational system which will 
make use of communications satellites, the in terrelations with existing 
communications, the nature of the organization which will direct
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operations, and the arrangem ents For serving the countries of the 
world. If the experiments this year are to bear early fruit, responsi
bility must be fixed without delay on a competent entity to decide 
which techniques are best suited to operations and when they have 
been sufficiently proven so tha t it is time to move from experiment 
to practice.

This legislation proceeds on the premise that  a corporation  with 
these powers must be so directed and regula ted as to fur ther the public 
interest and advance the atta inm ent  of national objectives as first set 
forth in the President’s policy statem ent of July 24, 1961. Establ ish
ing such a U.S. Communications Satellite Corporation will serve as a 
focal point for the increased U.S. research and planning effort urgently 
required, and as an inducement to industry to contr ibute  from its 
reservoir of knowledge in the fields of communications and space 
technology.

H.R. 10115 takes account of the President’s policy objectives 
enunciated  last July  in tha t it will clearly expedite the U.S. research 
and development effort necessary for decisions as to design of a global 
communications satellite system; it will allow the  U.S. Communica
tions Satellite Corporation to become owner of the U.S. portion of a 
global system which we hope will provide efficient communications 
services throughout the world as soon as technically feasible; and it 
will provide private industry  the oppor tunity of extending and 
improving its international communications services.

Although the proposed legislation deals primarily with domestic 
arrangements required to implement the President ’s communications 
satellite  policy of July  24, 1961, the uniquely international  character 
of a communications satellit e system makes evident the foreign policy 
implications and the role which the Secretary of Sta te will have to 
play. This unique character is evident in the global scope of the sys
tem, which requires tha t the interests of many countries be met 
by a single satellite sys tem : a sharp contrast to the simpler negotia
tions for a cable between two or three countries. It is evident in the 
unprecedented scale of the problem of making available—through 
intergovernmental  agreement—the needed frequencies even though 
domestic adjus tmen ts may be required. It  is evident in the political 
problems that  will arise in locating ground stations to serve the needs 
of a number of countries in an area of the  world. The Government, 
and the Department of State in particu lar, have a responsibility to 
see tha t problems and opportunities  such as these are fully met.

Among the many factors which relate to foreign arrangements 
are the provisions for participation in the ownership and operation 
in an internat ional satellit e system; the kind and extent of services 
to be rendered; the determination of radio frequencies to be employed; 
the choice of the operational system to be established;  the relation
ship of the internationa l system to the U.N. and its specialized agen
cies; and the extent to which the United State s would be prepared 
to assist in providing financial and technical assistance to new and 
developing countries which may desire to participate in the service.

Sections 201(c)(3) and 402 of H.R. 10115 direct the D epartment  of 
Sta te to conduct or supervise negotiations for such arrangements. In 
carrying out these responsibilities, the Department would be acting 
with and in behalf of the new Corporation. It  would seek the advice 
of the Director of Telecommunications Management, FCC, NASA, 
and other agencies as appropriate.
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As the term “conduct or supervise negotiations” indicate, the 
active role of the Department would vary widely. The basic objec
tive would he to see that the foreign policy and public interest objec
tives are fully attained in the establishment and use of the system. 
Within general guidelines approved by the Departmen t, the bulk of 
the business arrangements would undoubtedly be worked out by the 
Corporation and foreign entities. Jus t as in the past, much of the 
negotiation carried on prior to the laying of new cables or the estab
lishment of new radio circuits has been done by private American 
companies without the direct involvement of the Departmen t of State, 
we would contemplate tha t such would ordinarily be the case in 
purely commercial or technica l aspects of negotiations involved in the  
communications satellite system. However, the worldwide scope of 
this new medium of communications  and its potential impact on the 
achievement of our foreign policy objectives clearly indicate the 
necessity of the Dep artm ent’s involvement as the President ’s agent 
for dealing with foreign affairs whenever the Departmen t considers 
this necessary to the achievement of national  objectives in foreign 
policy. In the case of the important discussions in the ITU, the 
United States would be represented by governmental delegations.

The Dep artm ent’s interest in matters of this kind is not new. 
Over the  years it has pa rticipated in the  negotiation of many treaties 
dealing with frequency allocation and communications problems in 
general. It  has also taken the initiative  in the establishment of new 
and direct communications circuits, and has intervened on behalf 
of the  U.S. international telecommunication companies in protecting 
their interests abroad. The following are several instances where 
the Departmen t negotiated on behalf of American communication 
companies:

(1) The Bermuda Telecommunication Agreement of 1945 between 
the United  States and the British Commonwealth for the establishment 
of direct radio-telegraph circuits between the United States and 
certain members of the Commonwealth such as Australia, New 
Zealand, South Africa, and so forth.

(2) The establishment of relay stations for RCAC and McKay 
Radio & Telegraph Co. at the internat ional city of Tangier. This 
necessitated an agreement with the Soviet Union since it involved 
circuits between the United States and the Soviet Union via Tangier 
and negotiations with the authori ties of the international  city of 
Tangier.

(3) Prior to the signing of an agreement between the A.T. & T. and 
the British General Post Office for the building of the first trans 
atlant ic telephone cable, the British authorities wished to discuss with 
U.S. officials certain aspects of the contract , especially, the question 
of the  use of telephone cables for te legraphy. Consequently, during 
the period May 16 through May 25, 1956, informal discussions were 
held in Washington between officials of the United States and the 
United Kingdom Governments concerned with telecommunications. 
Representatives of the operating companies of both  countries and the 
U.S. Congress a ttended the late r stages of the discussion.

An analogous situation exists in the negotiation of traffic rights and 
routes for American companies operating airlines. These negotia
tions are regularly carried on by  representatives of the Department of 
State  with the cooperation and assistance of the other interested
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Government agencies and the companies concerned. This method 
of negotia tion is provided for in the Federal Aviation Act. The ad
ministrat ion proposal for legislation to establish a communications 
satellite corporation also takes into  account this longstanding practice.

As shown by past experience, the Department is prepared to super
vise and facilita te the internat ional negotiations necessary to establish 
a new worldwide system of in ternational  communications responding 
fully to our own national intere sts and the expectations and interests 
of other partic ipating countries. We are of the opinion tha t H.R. 
10115 provides a suitable and necessary basis for proceeding to these 
arrangements.

RELATIO NSHIP  BETW EEN TH E U.S . CORPORATION AND A GLOBAL 
SATEL LITE COMMUNICATIONS SYSTEM

You will recall that , in his “Statement on Communicat ions Satellite 
Policy” of Ju ly 24, 1961, the President said:

I ag ai n in v it e  a ll na tion s to  p art ic ip a te  in  a co m m un ic at io n sa te ll it e  sys tem  * * *.

This invitat ion repeated one first made in the January 1961 state  
of the  Union message.

How should the partic ipation of other countries be provided? 
While H.R. 10115 is p rimarily concerned with domestic aspects of a 
global space communications system, it recognizes the role and in
terest of other countries in a number of key provisions.

The proposed legislation submitted by the President requests tha t 
the Congress—
he re by  de clar e th a t it  is th e  po lic y of  th e  U ni te d S ta te s to  e st ab li sh , in co nj un ct io n 
and in  co op er at ion w ith  o th er co un tr ie s,  as  ex pe di tiou sly as  pr ac ti ca ble , a com
mer cial  co m m un icat io ns  sa te ll it e  sy st em , as  p a rt  of an  im pr ove d glo ba l co m m un i
ca tions ne tw or k,  wh ich  will  be  re sp on sive  to  pu bl ic  ne ed s an d national  o bj ec tive s,  
which  wil l se rve th e com m uni ca tion needs of  th e  U nited  S ta te s an d o th er co un 
tr ie s,  and  wh ich  will  con tr ib u te  to  wor ld  pe ac e an d unders ta nd in g  (sec . 10 2(a) ). 

The act then directs the President to—
in su re  th a t tim ely arr angem ents  ar e mad e fo r fo re ign part ic ip a ti on  in th e e s ta b 
li sh m en t an d use  of  a co m m un ic at io ns sa te ll it e sy st em , and  fo r det er m in at io n of  
th e  m os t co ns truc tive  ro le fo r th e  U nite d N at io ns .

Other  relevant provisions are sections 102(a) and 305(a)(1).
These provisions reflect the strong expectation that the global 

satellite  communications system which will emerge before many years 
will be one requiring internat ional cooperation and participation. 
The United States  will be a major participant in such a system and 
we hope tha t the technology of our expanding space program will be 
the foundation of the system; but we will be only  one principal par
ticipant .

The international nature of a satellite communications system is 
dictated by a number of commonsense considerations. The satellites 
will be primarily useful for communicating with other countries, and 
we thus must agree with those sovereign countries  on the arrange
ments for talking with them. Much of the traffic will be between 
other countries not  involving the United States at all. In view of 
the importance of communications to all S tates, many other countries 
will wish to have a voice in the operation and management of the 
system and will be prepared to contribute to the cost of the  system. 
For our part we should welcome this interest in cooperation and
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participat ion by other countries, both as a sharing of the burden of 
establishing and maintaining the system and as a demonstration of 
international cooperation which will have value in itself.

It is most significant to note in this regard that  industry also 
recognizes the necessity for interna tional participation and coopera
tion. The report of the Ad Hoc Carrier Committee established by 
the FCC last year to consider this problem, and representing the 
extensive experience of private U.S. communications interests, pointed 
out the basic fact that the active interest of foreign communications 
administra tions is essential to a global communications satellites sys
tem since these adminis trations operate the interna tional communica
tions facilities emanating from other countries. Such administrations, 
the Carrier Committee points out, will wish to own their  own ground 
stations. Many have expressed interest in the satellites themselves 
and will want substan tial ownership interest in the satellites and 
associated facilities of a global system. Similarly the Corporation 
proposed in H.R. 10115 is intended to be the U.S. partic ipant in such 
a system.

In order to obtain the desired global participation  there should be 
subsequently negotiated and established international  arrangements 
which would provide for broader ownership and participat ion. The 
Corporation is intended to be the U.S. par ticipant in a global system. 
Existing U.S. law prohibits  more than 20 percent foreign ownership 
in any U.S. communications corporation, and will apply to this Cor
poration. We do not, however, envisage tha t the participat ion of 
other countries in the overall satellite communication system ulti
mately to be established will be limited to whatever investment they 
may wish to make in shares of the proposed U.S. Satellite Corpora
tion. With our present knowledge of the active intere st of foreign 
countries in establishing communications via satellite and their na
tural desire to operate their  own ground stations  as well as participate 
in the ownership of a global system, the establishment of arrange
ments for truly interna tional participa tion would appea r to be neces
sary.

It is the Department’s view tha t the best means of initiating the 
most effective arrangements  will be through exploratory  discussions 
with other interested countries. With the passage of the proposed 
legislation, there would come into  being a U.S. corpora te instrument 
which, with the foreign policy guidance of the Department, could take 
the lead  in such discussions.

The United States would, I wish to emphasize, partic ipate  in the 
ownership and management of the overall international system 
through the Envisaged U.S. Communications Satellite Corporation. 
There are practical forcespointing toward a solution based on inter
national cooperation which would leave ample scope for U.S. leader
ship.

CO N CLU SI O N

The year 1962 will be a ye ar which will see a number of significant 
communications satellite experiments sponsored by NASA, the De
fense Department, and the U.S. communications industry. This 
technical progress must now be matched by establishment of a focus 
for vigorous national planning to make use of our growing technical 
achievements.
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Cooperation such as is proposed is needed now to give leadership 
in making the many important design, construction, and managerial 
decisions which must be taken without delay. Passage of the proposed 
legislation before you would establish a Communications Satellite 
Corporation well adapted to these purposes.

Once such a corporation is established, we in the Department of 
State look forward to working with it, as provided in the proposed 
act, in devising and carrying out  international arrangements in the 
spirit of the act and of the Pres iden t’s policy. In that  manner we 
shall bring into being as expediously as possible and in cooperation 
with other  countries, a communications  satellite system which will 
serve the communications needs of the United States  and other coun
tries and thus contribu te to world peace and understanding.

(The documents referred to are as follows:)

IN TERN A TIO N A L CO OPE RATI ON IN  T H E PE ACEF UL USES OF 
O U TER  SPAC E

(Fo llow ing  is a st at em en t mad e in Co mm itte e I (Poli tical an d Securit y) on 
Decem ber  4 by Am bas sad or Ad lai E. Steven son , U.S. Re pres en ta tiv e to the 
General  Asse mbly, toge ther  wi th th e text  of a resolu tion ad op te d in plenar y on 
Decem ber  20.)

St a t e m e n t  by  A m ba ss ado r St e v e n so n  

U.S. deleg ati on  press rele ase  3875

Th e su bjec t before thi s co mmitt ee  thi s morning is, as you  ha ve  ind ica ted , ou ter  
space—an d wh at we toge ther  decid e to do, or no t to  do, to  prom ote the exp lora
tio n an d use through pea cef ul coo perat ion .

Th is is Year  Fiv e in th e Age of Space . Alread y in 4 sh or t yea rs scientifi c 
inst rumen ts,  the n ani ma ls,  th en  men , have been  hurled in to  spa ce and into orbi t 
arou nd  t he  ear th . Wi thin a few more y ears sa tel lites  will br ing  v as t new dev elop
me nts  in weath er for ecasting an d in wor ldwide tel eph one, rad io,  and  television 
comm unica tions.  More th an  th a t,  roc ke t boo ste r ca pa cit y will become suff icient 
to  l aunch tea ms  of men on jo ur ne ys  to th e moon  and to  t he  ne ares t pla net s. And 
af te r th at , one can  onl y sp ec ulate wh at may come nex t.

Un happ ily  thi s as toun ding  progres s in spa ce science has no t been ma tch ed  by 
com parab le progres s in in te rn at io na l coo perat ion . In  th e rac e of his tor y socia l 
inv en tio n con tinues  to  lag  behind  scientifi c inv ention.

We have  alr ead y los t va lu ab le  t im e th a t can  nev er be recove red .
Unless we ac t soon  th e space age—like  th e nava l age, like th e air  age an d th e 

atom ic age— will see was te  and dan ger beyond descrip tio n as a res ult  of ma n
kin d’s ina bil ity  to explo it his tec hnica l adv ances in a ra tio na l social  framework.  
In  shor t, unless we ac t soo n, we shal l be ma kin g th e old  mista kes all ove r aga in.

Despi te the  urge nt  ne ed  for  imme dia te in te rn at io na l act ion , I fear th a t we 
come to  thi s su bjec t ill pr ep ared  to  th in k clearly ab ou t it.  I sus pect th at  we are 
hand ica pped  by our he rit ag e of thou gh t ab ou t th e affairs  of thi s single plan et.

We are  con dit ion ed  to  th ink in terms  of nations.  Ou r lives and concept s are 
pr ed ica ted  upo n st at es  who se boundar ies  are  fixed by  oceans and rivers  an d 
mo un tai n ranges  or  by  th e ma nm ade lines dra wn  sh arpl y across the  tw o-dim en 
sional  a nd  f inite s ur fac e of plan et  Ear th . We are  c ondit ion ed  to thi nk  in te rm s of 
na tio ns  defined by fin ite  are as expressed in finite me asu rem ents—na tio ns  with  
more or less known resour ces  and more or  less co un ted popu lat ion s. And espe
cial ly we a re  c ondit ion ed  to thi nk  in ter ms of na tio na l sovere ignties .

Such  con cep ts ha ve  no meaningful appl ica tio n to  th e une xplored, un bo un de d,  
and poss ibly  un po pu la ted reaches of ou te r space, which su rro un d no na tio n mo re 
than  any othe r na tio n,  an d which are  innocent of th e idea of natio na l so ve re ignty.

We are fu rth er  handicapp ed , ma ny  of us, by th e imp ression th at  the explorat ion 
of ou te r spa ce is a m at te r of concern  only to th e gr ea t powers because they  alo ne 
have the  capa ci ty  to  pe ne tra te  space. T hat  imp ression  gains  force  from  th e 
belie f th at ou te r space is un re lat ed  to th e da y- to -d ay  problem s of na tio ns  who se 
energ ies are  ab so rbed  by such ea rth ly  dai ly questions  as growing enough food to 
feed their  peop les.

Thi s imp ression , I subm it,  is to ta lly  an d dangerously  wrong.
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Th e s ma lle st natio n represe nte d he re  in  th e Un ite d Na tio ns  is deep ly concern ed 
with thi s quest ion  be fore us—and so is t he  poor est of o ur  m embers. Indeed , the y 
ma y have  fa r more  to gain  from  th e shared  benefits  of space science—-and on ju st  
such  m at te rs  as growing food—th an  the larger an d th e richer societies .

Moreover , th e smal l nations  ha ve  an ove rriding in te rest in seeing to it  th a t 
access to spa ce and the  ben efit s of s pace science ar e not preempte d by  a few nat ions, 
th a t spa ce exp loratio n is no t ca rri ed  for wa rd as a comp eti tion between big-power 
riva ls, th a t th e ideological quarr els  which so un ha pp ily  afflict th is plan et  are  no t 
boosted in to  space to infect  o th er  plan ets ye t uns ulli ed by  the quarre ls of men.

Final ly,  all nat ion s can play  a  p a rt  in ass uring th a t man kind  der ives the maxi
mum ad va ntag e from  space tec hnolo gy  in the her e an d the now  an d no t ju st  in 
the  he reaf ter . Ev ery  na tio n can  cooperate  in the alloca tion of rad io freq uenc ies 
for spa ce com municatio ns.  Ev ery na tio n can pa rt ic ip at e a glo bal sys tem s of 
we ath er pred ict ion  and comm unica tions.

In  ou ter spa ce we st art  with  a clean sla te—an area  ye t un mar red by th e acc u
mu lated  conf licts  and pre jud ices of ou r ea rth ly  pa st . We pro pose to da y th a t th e 
Un ited Nati on s wri te on thi s slat e bo ldl y and in an  ord erly an d a cre ative  way 
to  narro w th e gap between scient ific  progress and social inv en tio n, to  offer to  all 
nat ion s, irr espective  of th e sta ge  of thei r econom y or scientif ic dev elo pm ent, an  
op po rtun ity  to  pa rti cipa te  in one of th e gr ea tes t ad ve ntures  of m an ’s exis tence.

Th e Uni ted  Sta tes , toge ther  w ith othe r delega tion s, toda y places  befo re th is 
commi tte e a pro gra m for co op erati on  in ou ter  space—a prog ram embod ied in 
th e dr af t resolu tion 1 now before  you. We look forw ard  to  co ns tru cti ve  disc us
sions of th es e proposals—and to  im prov em en t u pon  the m. The y do no t r epres en t 
fixed pos itio ns.  We are  pr ep ared  to  conside r co ns tru cti ve  sug ges tions from  any  
member of th e com mittee so th a t th e wid est poss ible  me asu re of com mon  agr ee
me nt ma y be reache d. Bu t thes e propos als do represen t our be st  an d most 
thou gh tful  effort to  pu t for wa rd in good fa ith  a  p rogram  of int er na tio na l coopera
tion for th e benefit of all ma nk ind .

TO W ARD A R E G IM E  O F LA W  AND O R D ER

Th e firs t par t of this  pro gram, em bo die d in par t A of t he  d ra ft  resolu tion, looks 
tow ard a reg ime  of law an d orde r in ou ter  spa ce bas ed on tw o fund am en tal  
principles  which should  com mend the mselv es to  all nat ion s.

Th e fir st prin cip le is th a t in te rn at io na l law, inc lud ing  th e Un ite d Na tio ns  
Ch ar ter, app lies  to  ou ter  spa ce an d cele stia l bodies. Now th a t ma n has fou nd 
means  t o ve ntur e bey ond his ea rthl y envir onme nt,  we should  s ta te  exp lici tly th a t 
the rules of good in te rnat iona l co nd uc t follow him wherever  he  goes. The Ad  
Hoc Co mmittee  on the Peace ful  Uses  of Ou ter  Space no ted  in its  repo rt  of Ju ly  
14, 1959,2 th a t as a mat te r of pr inc ipl e the Un ite d Na tio ns  Cha rter  and th e 
st a tu te  of th e In tern at iona l Co ur t of Ju sti ce  are  no t lim ite d in thei r ope rat ions 
to  th e confines of t he  e ar th .

Th e sec ond principle is th a t ou te r spa ce and cel est ial bod ies are  free  for explo
ra tio n an d use by all stat es  in conformi ty wi th in te rn at io na l law  an d are  no t 
su bjec t to  na tio na l approp ria tio n by  claim of sovere ign ty or oth erw ise .

Th e Ad Hoc Co mm itte e on Peacefu l Uses of Ou ter  Space no ted in its repo rt 
th at  wi th th e practices  follow ed d ur in g th e In te rn at io na l Geoph ysi cal  Yea r “the re  
may ha ve  bee n in iti ated  th e recogn ition  or es tab lis hm en t of a general ly acc epted 
rule to  the effect th at , in  pr inc iple, ou te r space is, on con diti ons  of eq ua lity,  freely  
avail ab le for explo rat ion  an d use  by  all in acc ord anc e wi th ex ist ing  or fu ture  
in te rn at io na l law  or agreem en ts. ”

This ru le has  been confirm ed by  th e prac tice of stat es  in th e tim e since th e 
repo rt was writ ten . It  now deser ves  exp lici t recogn ition by  th is  Assembly .

Bu t such  a stat em en t on ou te r space is no t enough . In  th e 2 yea rs since  the 
repo rt was wr itten , ma nk ind  has ta ke n gian t steps tow ard rea ch ing  celestial  
bodies. Th e firs t ma nned lun ar  land ing may ta ke  p lace by th e end of the  pres en t 
decade . All ma nk ind  has an in te re st  an d a stak e in the se mon um en tal  ach ieve
me nts . We mu st no t al low celest ial  b odies to be t he  ob jec ts of c om peting n ati on al 
claim s.

Th e me mbers  of t he  comm ittee  will no te  th a t we ha ve  no t at te m pte d t o define 
where ou te r space beings . In  ou r judg men t it is pr em atur e to  do th is  now. The 
at te m pt t o  d raw  a boun da ry  b etw een air  sp ace  and  o ute r spac e mus t await  fur ther  
exp erie nce  an d a consensus am ong na tio ns .

For tu na te ly  the val ue of th e pri nc ipl es of freedo m of spa ce an d cele stia l bodies 
does no t depend  on th e drawin g of a bo un da ry  line. If I ma y cite th e ana logy of

i U.N.  doc . A /C. 1/L. 301.
» U .N.  doc . A/4141.
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th e  hig h sea s, we ha ve  been  ab le  to  co nf irm  th e pr in cipl e of fre ed om  of th e  sea s 
ev en  in th e  ab se nc e of co mplete ag re em en t as  to  whe re th e  s ea s begin .

Fre ed om  of sp ac e an d ce lesti al bo dies , lik e free do m of th e  seas , wil l se rv e th e 
in te re st  of al l na tion s.  M an  sh ou ld  be  fre e to  ven tu re  in to  sp ac e on  th e  same 
ba sis  th a t he  ha s ven tu re d  on  th e  hi gh  se as —fre e fro m an y re st ra in ts  sa ve  th os e 
im po se d by  th e  law s of his ow n nati on  and  by  th e  ru les of in te rn ati onal law , in 
clud in g th os e em bo di ed  in th e  U nit ed  N at io ns C ha rter .

O PEN  AN D O R D E R LY  CO ND U CT O F A C T IV IT IE S

The  se co nd  part  of ou r pro gr am  is de sign ed  to  en co ur ag e th e op en  and  or de rly  
co nduct  of ou te r sp ac e ac tiv it ie s.  T he  mea su res pr op os ed  in p a rt  B of th e dra ft  
re so lu tion  wou ld  he lp  al l co unt ri es  part ic ip a te  in sp ac e ac ti v it ie s and wo uld  
fo st er  an  at m os phe re  of m utu al tr u s t and  confi dence.

In  purs u it  of thes e ob je ct iv es  we pro po se d th a t all  s ta te s la un ch in g o bj ec ts  in to  
o rb it  or  be yo nd  sh ou ld  fu rn ish in fo rm ati on  pro m ptly  to  th e Sec re ta ry -G en er al  
fo r th e  pu rp os e of re gis tr at io n  of la un ch in gs . Thi s in fo rm at io n wou ld  inc lude  
o rb it a l and  tr a n s it  ch ar ac te ri st ic s an d  su ch  oth er d a ta  as  la unch in g st a te s m ig ht  
wish to  m ak e av ai la bl e.  T he  S ecre ta ri a t wo uld m ai nta in  a re co rd  of th is  in fo r
m at io n and  wou ld  co m m un ic at e it  upon  re qu es t to  o th er m em be rs  of th e  U ni te d 
N at io ns and  to  sp ec ia liz ed  ag en cies .

The  es ta b li sh m ent of a co m pl et e re gi st ry  or  ce ns us  of sp ac e ve hicles  wou ld  
m ar k a m od es t b u t an  im p o rt an t st ep  to w ar d op en ne ss  in th e co nduct  of sp ac e 
ac tivi ti es . I t wo uld  be ne fit  nati ons th e wo rld  ov er , la rg e and sm al l, wh ich  ar e 
in te re st ed  in  iden tif yi ng , tr ack in g , and co m m un ic at in g w ith sp ac e vehic les . 
I t co uld lay th e ba sis fo r la te r ar ra ngem ents  for  te rm in ati on  of  ra di o tr an sm is 
sio n and  re m ov al  of sa te ll it es  whe n th eir  useful  liv es  we re en de d.

The  S ec re ta ri at  sh ou ld  per fo rm  o th er useful fu nc tion s bey on d th es e co nn ec ted 
w ith  th e  re gi st ry  of sp ac e ve hi cl es :

I t co uld,  in  co ns ul ta tion  w ith appro pri a te  sp ec ia liz ed  ag en cies , m ain ta in  close 
con ta c t w ith  go ve rn m en ta l and  non go ver nm en ta l org an iz at io ns co nc erne d with  
ou te r sp ac e m at te rs .

I t co uld pr ov ide fo r th e  ex ch an ge  of in fo rm at io n which  go ver nm en ts  m ig ht  
su pp ly  in  th is  field on a vo lu n ta ry  ba sis— su pple m en ting  b u t no t du pl ic at in g 
ex is ting  ex ch an ge s.

I t  co uld as si st  in  th e st udy  of  mea su res fo r th e  pr om otion of in te rn ati onal 
co op er at io n in oute r sp ac e ac ti v it ie s.

Fin al ly , it  could  mak e pe riod ic  re port s on  sc ient ifi c and  in st it u ti onal de ve lo p
m en ts  in  th is  field.

It  is tim e to  ve st  th e  S ecre ta ri a t w ith  th es e ba sic se rv ice fu nc tion s.  The  
re port  of th e  Ad Hoc C om m it te e on Pe ac ef ul  Uses of O ute r Space su gg es ted 
th a t some fu nc tion s of  th is  k in d sh ou ld  be pe rf or m ed  by  th e  Sec re ta ri at . I t 
no te d  w ith ap pr ov al  th e  co nc lu sion  of it s Tec hn ic al  C om m it te e th a t “ th er e is a 
ne ed  fo r s su it ab le  ce nt re  re la te d  to  th e U nited  N at io ns th a t ca n ac t as a  foc al 
po in t fo r in te rn ati onal co -o pe ra tion  in th e  pe ac eful  uses  of ou te r sp ac e. ’’

We be lie ve  th a t th is  re co m m en da tion  sh ou ld  be  im pl em en te d w ithout fu rt her 
de lay,  m ak in g fu lles t po ss ib le  use of ex is tin g re so urce s of th e  Sec re ta ri at . We 
unders ta nd  t h a t  t he  s er vi ce s spec ified  in th is  re so lu tio n ca n be  p er fo rm ed  w ith th e  
ad dit io n  of a ve ry  sm all  num ber of pe rson ne l. T he  m ea su re s ta ken  to  ca rr y o u t 
th e  ne w fu nc tio ns  co uld be  revi ew ed  by  th e  Assem bly a t it s nex t session.

W E A T H E R  R ESEA R C H  AN D P R E D IC T IO N

T he  th ir d  pa rt  of ou r pr op os ed  pr og ra m  ca lls  fo r a wor ldwide eff ort  under  th e  
au sp ices  of th e  U ni te d N ations in  w ea th er  re se ar ch  and w ea th er  pr ed ic tio n.

The da wn of th e  sp ac e ag e is op en ing vast  new’ p os sibi lit ie s in  w ea th er  s ciences. 
Sa te ll ites  an d so un di ng  ro ck et s ha ve  sup ple m en te d o th er ad va nc es  in m eteo ro lo gi 
ca l te ch ni qu es  su ch  as th e  use of ra dar and elec tro ni c co m pu te rs . T hey  m ak e 
it  po ss ible for  th e  fi rs t ti m e in hi stor y fo r m an  to  ke ep  th e  en ti re  at m osp her e in  
ev er y reg ion  an d a t ev er y a lt it ude  un de r const an t su rv ei lla nc e.

Thi s po rten ds  a re vol ut io n in  meteo ro lo gy — a pe ac ef ul  re vo lu tion  which  ca n 
be ne fit  all  peop les  on  th is  ea rt h , part ic ula rly  in  th e les s de ve lope d reg ions  which  
pre se nt ly  lack  adequate  wreath er in fo rm at io n.  M eteo ro logi ca l sa te ll ites  ho ld  
sp ec ia l pr om ise fo r th e  im pro ve m en t of  w ea th er  fo re ca st in g ca pa bi lit ie s in  th e  
Tr op ics an d in  th e  S outh er n  Hem isph ere,  w’here vast  oc ea ns  ca nnot  be  co ve re d 
by  pr es en t te ch ni qu es .

In cr ea se d kn ow ledg e of  th e  for ces th t  sh ap e th e  w eath er wil l en ab le  m an  to  
fo re ca st  ty ph oo ns , flo ods, ra in fa ll,  an d dro ught w ith g re a te r ac cu ra cy .
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The se  po ss ibili tie s will mea n th e  sa vi ng  o f hu m an  life an d re du ct io n o f pro perty - 
da m ag e.

T he y will mak e possi ble  th e  mor e eff icient use  of  lim ited  w ate r reso urce s an d 
en ab le  th e  f ar m er  to  a d ju st  t he  t im in g a nd  t he  n atu re  o f h is p la n ti ng  to th e ra in fa ll 
which  his  field s will rec eiv e. Fi sh in g an d graz in g wil l als o be ne fit .

Fu el s an d raw  mat er ia ls  ca n be  tr ansp ort ed  an d st ore d mor e eff iciently  with  
b e tt e r foreknow led ge  of th e w ea th er .

In  sh ort , by  mak ing th e w ea th er  an d th e ev en ts  wh ich  dep en d on  it  th e more 
pr ed ic ta bl e,  we can  fo ster  pr og re ss  in in dust ry , ag ri cu ltur e,  and  hea lth an d co n
tr ib u te  to  ris ing  liv ing  st andard s ar ou nd  th e wo rld .

B ut th e  en ha nc em en t of our kn ow led ge  of th e  w ea th er  is on ly  th e be ginn ing.  
In  th e  more d is ta n t fu tu re  loom s th e po ss ib ili ty  of large-scale w ea th er  mo dif ica 
tion . If  th is  pow er is t o be us ed  to  b en ef it all  r a th er t h an  t o  g ain sp ec ia l a dvan ta ge 
fo r a few, if it  is to  be used  fo r pe ac eful , co ns truc tive  pu rp os es , prog ress  to w ar d 
w ea th er  co nt ro l shou ld  be  p a rt  of  a co op er at iv e in te rn ati onal ven tu re .

W ith th es e ex cit ing pr os pe ct s in  min d we prop os e pre para to ry  st ud ie s fo r tw o 
co or di na te d prog rams in p a rt  C of  th e  d ra ft  re so lu tio n.

The  f ir st  is  a n in te rn ati onal at m osp he ri c sci ence pro gr am  t o  ga in  gr ea te r kn ow l
ed ge  o f the  basic  fo rce s af fe ct in g th e  cl im ate.  Thi s will  y iel d in fo rm at io n es se nt ia l 
fo r im pr ov ed  w ea th er  p re dic tion  and e ven tu al ly  f or  poss ibl e w ea th er  mod ifi ca tio n.

T he  seco nd  is an  in te rn ati onal meteo ro logica l se rv ice  pro gr am . Th e aim  of 
th is  pro gr am  wo uld  be to  en ab le  men  ev eryw he re  to  re ap  th e  pr ac ti ca l be ne fit s 
of di sc ov er ie s in  ba sic  w ea th er  sc ienc e.  Und er  t h is  pr og ra m  st ep s could  be ta ken  
lead in g to  th e es ta bli sh m en t of a glo ba l ne tw or k of region al w ea th er  st a ti ons 
lo ca te d in  less  de ve lope d as  we ll as  de ve lope d ar ea s of th e  wo rld . W ea th er  
in fo rm at io n ob ta in ed  fro m sa te ll it es  could  be  tr an sm it te d  dir ec tly  to  such  ce nt er s 
or  co m m un ic at ed  in di re ct ly  a ft e r re ce ip t in o th er ar ea s of th e  wo rld .

T he  co nc ep t of region al meteo ro lo gi ca l ce nt er s is al re ad y ac ce pt ed  an d be ing 
ap pl ie d in  th e N orther n  H em isph er e,  wh ere  th er e ar e five  su ch  ce nt er s se rv in g 
regi on al  needs for  w ea th er  co m m un ic at io ns  and an alys is . T he needs of th e  
T ro pi cs  and th e Sou th er n H em isph er e ar e now be ing st udie d. The re  is, fo r 
ex am pl e,  a plan  for  es ta b li sh m ent of an  in te rn ati onal meteo ro lo gi ca l ce nt er  in 
Bom ba y in  co nn ec tio n w ith  th e  4- ye ar  in te rn at io nal  In d ia n  Oce an  ex pe di tio n.

To p u t such a wo rld  w ea th er  ne tw or k in op er at io n will  re qu ire co op erat ive 
ef fo rts of man y na tio ns . T he W or ld  M eteo ro logica l O rg an iz at io n— calle d 
W M O— ha s play ed  an  im p o rt an t role in su pp ly in g te ch ni ca l as si stan ce  in th e  
tr a in in g  o f w ea th er  te ch ni ci an s,  es pe ci al ly  in  t he less  d ev elop ed  a re as . We b eli ev e 
th is  ac ti v it y  of W MO sh ou ld  be co nt in ue d and st re ng th ened  in th e fu tu re . 
N ational an d in te rn at io nal  su pp lier s of in ves tm en t ca pital  ca n he lp  fin ance  th e  
es ta b li sh m ent of ce nt er s in  co untr ie s wh ich  ca nnot af fo rd  th em . N at io ns  wh ich  
ha ve  de ve lope d w ea th er  sa te ll it es  ca n mak e th e w ea th er  in fo rm at io n av ai labl e 
free ly  fo r use  in th is  sy stem .

So fa r as  t he  U ni ted S ta te s is co nc er ne d,  we st and  re ad y,  he re  an d n ow, to  mak e 
th e  wrea th e r d a ta  rec eive d from  our sa te ll ites  av ai la bl e fo r su ch  a glo bal sy st em . 
In  fa c t we ar e al re ad y m ak in g su ch  data  av ai la bl e to  o th er co un tr ie s.  We  ar e 
de ve lo pi ng  metho ds  wh ich  w ou ld  per m it  di re ct  tr an sm is si on  of  sa te ll ite clo ud  
photo gra phy  to  a ny  p a rt  o f t he  wor ld . If th is  is  successful th e  w ay  will be op en ed  
fo r a m ar ked  increa se  i n th e ti m ely  av ai la bi li ty  of  u sefu l da ta .

GLO BAL SY STEM  O F C O M M U NIC A TIO N  S A T E L L IT E S

No w th e  fo ur th  part  of  th e sp ac e pr og ra m  loo ks  to w ar d th e  es ta bli sh m en t of  a 
glob al  sy st em  of co m m un ic at io n sa te lli te s.

Sp ac e te ch no logy  ha s op en ed  en or m ou s po ss ib ili tie s fo r in te rn at io nal  com
m un ic at io ns . W ith in  a dew yea rs  sa te ll it es  will m ak e po ss ib le a va st  inc rease in 
th e  co nt ro l an d qu al ity  o f in te rn ati onal radio,  t el ep ho ne , an d te le gra ph t raffic. In  
add it io n , so m ethi ng  new  wil l be  ad de d—th e po ss ib il ity of  re la yi ng  tel ev isi on  
bro ad ca st s ar ou nd  th e glo be.

Thi s fu nd am en ta l bre ak th ro ugh  in co m m un icat io n co uld af fect  th e lives of 
pe op le  ev eryw he re .

I t  co uld forge new  bo nd s of  m utu al  kn ow led ge  an d unders ts ta nd in g  be tw ee n 
na tions .

I t  co uld off er a po werfu l tool  to  im pr ov e li te ra cy  and educa tion  in de ve loping  
ar ea s.

I t co ul d su pp ort  wo rld  w eath er se rv ice s by  sp ee dy  tr an sm it ta l of dat a.
I t co uld en ab le  le ad er s o f n ati ons to  tal k face t o  face on a co nv en ie nt  an d re lia bl e 

ba sis .
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The  U nited  S ta te s wi shes  to  see th is  fa ci lit y m ad e av ai la bl e to  al l st a te s on  a 
glob al and  no nd is er im in at ory  ba si s.  We co nc eiv e of  th is  as  an  in te rn at io nal  
se rv ice . W e wo uld like to  see  U nit ed  N at io ns  m em be rs  no t onl y use  th is  se rv ice  
b u t als o part ic ip a te  in  i ts  o w ne rs hi p an d o per at io n if t h ey  so  de sir e.

The  U ni te d N at io ns  O rg an iz at io n its el f st ands to  be ne fit  dir ec tly  fro m th e use  
of sa te ll it es  both  in  co m m uni ca ting  w ith it s re pre se n ta ti ves ar ound  th e  wo rld  an d 
in dis se m in at in g pr og ra m s of  in fo rm at io n and ed uca tion .

As an  ex am ple of th e  po te n ti a li ti es of su ch  use , we  ho pe  to  ha ve  be fore  lon g an  
ex pe rim en ta l sa te ll ite which  wi ll tr an sm it  ac ross  th eA tl an ti c , fo r br ie f pe rio ds , 
liv e te le vi sion  ex ce rp ts  o f debate s in  th e  Gen eral  Assem bly of  t he  U nite d N at io ns .

In  p re para ti on  for  th es e de vel op m en ts  th e  U nited  S ta te s prop os es  th a t th e  
In te rn a ti ona l Tel ec om m un ic at io n Un ion  co ns ider  th e  va riou s as pe ct s of sp ac e 
co m m un ic at io n in wh ich  in te rn ati onal co op er at io n will  be  re qu ired . Th is will 
as su re  a ll  mem be rs  o f t he  U nit ed  N at io ns  a  f ai r opport un it y  t o  e xp ress  th ei r views. 
I t is part ic u la rl y  im port an t th a t  th e  ne ce ss ar y arr angem ents  be  mad e fo r th e  
al lo ca tion  of radi o fr eq ue nc ies fo r sp ac e co m m un icat io ns .

In  o rd er  t o  ena ble less dev el op ed  c ou nt ries  t o  p art ic ip a te  in ef fecti ve  u se of sa te l
li te  co m m un icat io ns , th e  E xpanded  Tec hn ical  Ass is tanc e P ro gra m  a nd th e U ni te d 
N at io ns Sp ec ial  Fun d sh ou ld  g iv e sy m path eti c  co ns id er at io n to  re qu es ts  f or  a ss is t
an ce  f ro m  less de ve lope d co unt ri es  t o  im pr ov e th e s ta te  o f t heir  d om es tic  co m m un i
ca tion s.

T he pr incipl es  I ha ve  m en tioned  ar e em bo di ed  in p a rt  D of  t he  d ra ft  re so lu tio n 
now be fo re  yo u.  If  im ple m en te d w ith  d is pat ch  th ey  co uld he lp  to  cle ar  th e way  
fo r co op er at iv e use  of a w or ld w id e sy st em  of sa te ll it e  co m m un icat io ns .

R E V IT A L IZ IN G  T H E  O U T ER  SPA C E CO M M IT TEE

T he fif th  p a rt  of ou r p ro gra m  see ks to  p u t ne w life  an d  ne w re sp on sibi li ties  
in  th e  Com m it te e on th e  Pe ac ef ul  Uses  of O ut er  Sp ace.

As we all  know , th is  C om m it te e was es ta bl is he d 2 ye ar s ag o fo r an  in de fini te  
pe riod  by  Resolut ion 1472 (X IV ) 3 with  a co nt in uin g m andate  to  st udy pr og ra m s 
on  pe ac eful  use s of  o u te r sp ac e wh ich  m ig ht  be  undert aken  und er  Uni ted N at io ns 
au sp ic es , to  st udy  th e  leg al  pr ob lems wh ich  m ig ht ar is e from  th e ex pl or at io n of 
ou te r spac e,  a nd to  p la n  a n  in te rn ati onal co nferen ce  f or  t h e  e xc ha ng e of ex pe rie nc e 
in  th e  ex pl or at io n of ou te r sp ac e.

We prop os e th a t,  in add it io n  to  th e re sp on sibi li ties  la id  do wn in th is  or ig inal  
m andat e,  th e C om m it te e sh oul d review  th e  ac tivi ti es  pro vid ed  fo r in th is  re so lu 
ti on  and mak e su ch  re port s as  it  may  co ns ider  appro pri a te . In  th e fo ur  pr ev io us  
p a rt s  of th e  re so lu tio n we  hav e spec ifi ca lly  note d  th e  ro le  th e C om m it te e co uld 
p la y in  st ud yin g t he leg al pr ob le m s of oute r sp ac e,  in  re vi ew in g th e se rv ice  a rr ange
m en ts  under ta ken  by  th e  Sec re ta ry  Gen eral , and  in ex am in in g th e pr op os al s fo r 
in te rn ati onal co op er at io n in  w ea th er  and  co m m un ic at io ns .

As my co lle agues ar e aw ar e,  Res olut ion 1472 pro vi de d fo r 24 mem be rs  of  th e  
O ute r Space C om m it te e el ec te d for  a pe riod  of 2 ye ar s.  We prop os e to  co ntinue 
th e  s am e mem be rshi p,  augm en te d by  t he  a ddit io n  of N ig er ia  a nd Cha d in re co gn i
tion  of th e  increa se  in th e  mem be rshi p of  Afri ca n s ta te s in th e U ni ted N at io ns 
du ring  th e past  2 ye ar s.

Let  th e Com m it te e m ak e a fre sh be ginn ing.  Le t th e  C om m it te e m ee t ea rl y  in  
1962  to  under ta ke it s origi na l ta sk s an d it s new resp on sibi li ties  in co nn ec tio n w ith  
th es e co op er at iv e pr ogra m s.

We rec ognize  th a t o u te r sp ac e act iv it ie s ar e uni qu e in  m an y re sp ec ts  and  th a t 
in te rn ati onal co op er at io n is a pre re qu is ite to  prog ress . Alth ou gh  we cannot of  
co ur se  ac ce pt  th e  vet o in  th e  wo rk of th e  C om m it te e,  we ex pe ct  th a t th is  work 
ca n be ca rr ie d ou t in  a sp ir it  of m utu al  under st an din g. We do no t an ti c ip a te  
th a t th e  natu re  of  th e  C om m it te e’s work wo uld giv e ris e to  dif fer ences th a t co uld 
no t be re so lved  by  di sc us sion . We ho pe  th a t,  pr oc ee di ng  in th is  sp ir it , we ca n 
fin all y p u t life  in to  th e  Com m it te e cr ea te d 2 ye ar s ag o.

I ask th e di st in gu is hed  de lega tes he re  to  bea r in min d th a t in w ea th er  and  
co m m un ic at io ns  the r es ol ut io n em bo dies  no co m m itm en ts  to an y spe cif ic pro gr am . 
It  merely ca lls  up on  th e  Sec re ta ry  G en er al  in co op er at io n with  th e sp ec ia liz ed  
ag en cies , and w ith o th e r or ga ni za tion s,  to  su bm it  pr op os al s for  ac tion. The se  
pr op os al s wi ll be  pre se n te d  to  t he  Eco no mic  a nd  So cia l Co uncil  a t it s 34 th  se ss ion,  
to  th e 17th G en er al  As sembly,  and to  th e  O ute r Sp ac e Com m itt ee .

In  sh ort  th e  re so lu tion  in th es e fie lds  merely cl ea rs  th e wa y fo r del ib era te  
co ns id er at io n of  p ro gra m s by  gove rn m en t re pre se nta tives . Su ch  ba sic st ud ie s 
ou ght no t be  fu rt h e r de laye d.

3 For text, see Bul letin of Jan 11,1960, p . 68. 
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Now we have sought in good faith and so far as is possible to present a program 
which is above the clash of partisan politics or the cold war. The principles and 
programs embodied here bestow no special advantage on any state— they are in 
the interest of all states.

The resolution deals exclusively with the peaceful uses of outer space. The 
military questions of space are closely entangled with the military questions of 
earth. We believe that they require urgent study as part of comprehensive 
negotiations for general and complete disarmament.

This  does not mean, however, that the program of peaceful cooperation now 
before us has no bearing on the issues of peace and war. It does. If put into 
operation without delay, it can help lay the basis for a relaxation of tensions and 
facil itate progress elsewhere toward general and complete disarmament.

W E C A N N O T AFF ORD TO  DEL AY

Mr. Chairman, I must close with the same theme on which I commenced this 
presentation: We cannot afford to delay.

The space programs of the great powers are well advanced. Our own nation is 
proceeding with the development of satellite systems for weather forecasting and 
communications. In the months ahead important decisions will have to be made. 
If the opportunity for United Nations action is missed, it will be increasingly 
difficult to fit national space programs into a rational pattern  of United Nations 
cooperation.

Our first choice is a program making maximum use of the United Nations for at 
least three reasons:

because it could bring new vita lity  to the United Nations  and its family of 
agencies;

because it  would help to assure that all members of the United Nations, 
developed and less developed, could have a share in the adventure of space 
cooperation; and

because a program of such magnitude should be carried out as far as pos
sible through the organizations of the world community.

As I say, this is our first choice. But the march of science is irreversible. The 
United States has a responsibility  to  make the fullest possible use of new develop
ments in space technology— in weather forecasting, in communications, and in 
other areas. These developments are inevitable in the near future. We hope 
they  can take place through cooperative efforts in the United Nations.

I suppose that the great climaxes in the drama of history are seldom evident to 
those who are on the stage at the time. But there can be litt le question th at man’s 
conquest of outer space is ju st such a moment, that  we— all of us— are on stage, 
and that how we behave in the immediate will have a profound impact upon the 
course o f human affairs in the decades ahead.

There is a right and a wrong way to get on with the business of space explora
tion. In our judgment the wrong way is to allow the  march o f science to become 
a runaway race into the unknown. The right way is to make it an ordered, 
peaceful, cooperative, and constructive forward march under the aegis of the 
United Nations.

I most earnestly recommend your serious attention to the proposals my G overn
ment is making to this end.

T ex t  of  R es ol ut io n 4 

A
The General Assembly,
Recognizing the common interest of mankind in furthering the peaceful uses of 

outer space and the urgent need to strengthen international  co-operation in this 
important field,

Believing that the exploration and use of outer space should be only for the 
betterment of mankind and to the benefit of States irrespective of the stage of 
their economic or scientific development,

1. Commends to States for their guidance in the exploration and use of outer 
space the following principles:

(а) International law, including the Charter of the United Nations, applies 
to outer space and celestial bodies;

(б) Outer space and celestial bodies are free for exploration and use by all 
States  in conformity with international law and are not subject to national 
appropriation;

* U .N . doc. A/RES/1721 (XVI) (A/C.l/L.301/Rev. la nd  Corr. 1); adop ted unanimously  in plena ry session 
on Dec. 20.
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2. Invites the Committee on the  Peaceful Uses of Outer Space to stu dy  and 
report on the  legal problems which may arise from the  explo ration and  use of 
outer space.

B
The General Assembly,
Believing that  the  United Nat ions  should provide a focal point  for inte rna tion al 

co-operation in the peaceful exploration and  use of o ute r space,
1. Calls upon States launching objects into  o rbit or beyond to furnish informa

tion  prom ptly t o the  Committee  on the Peaceful Uses of Outer Space, thro ugh  th e 
Secre tary-Gene ral, for the  regi stra tion  of launchings;

2. Requests the  Secre tary-General to main tain a public registry of the  
info rmation furnished in accordance with para graph 1 above:

3. Requests th e Comm ittee on the  Peaceful Uses of Outer Space, in cooperation  
with  the  Secre tary-Gene ral and  mak ing full use of the  functions  and  resources  of 
the  Secre tari at:

(а) To maintain  close con tac t with governmental and  non-governmental 
organiza tions concerned w ith o uter space mat ters ;

(б) To prov ide for the  exchange of such info rmation rela ting  to  out er space 
activities as Governments may  supply  on a voluntary basis, supplem entin g but  
not  du plicating existing tec hnical a nd  scientific exchanges;

(c) To assis t in the study  of measures for the promotion of internat ion al co-oper
atio n in ou ter  space act ivitie s;

4. Further requests the Com mit tee on th e Peaceful Uses of Outer Space to repo rt 
to the  General Assembly on the  arra nge ments  und erta ken  for the  performance of 
those  func tions and on such developments rela ting  to the  peaceful uses of oute r 
space as it  considers significant.

C
The General Assembly,
Noting with gratification the  marked progress for meteo rological science and 

technology opened up by the  ad vances  in outer space,
Convinced of the world-wide benefits  to be derived  from inte rna tional  co-operation 

in weath er research an d analysis,
1. Recommends to all Member Sta tes  and to the World Meteoro logical  Organiza

tion and  other app ropriate special ized agencies the  early  and comprehensive 
study,  in  the light of developm ents  in oute r space, of measures:

(а) To advance the s tat e of atmospheric science and technology so as to  provide 
greater knowledge of basic physical  forces affecting climate and  the  possibility of 
large-scale weather modification;

(б) To develop existing weather forecasting capab ilities and to help Member 
Sta tes  make effective use of such capabilities thro ugh  regional meteorological 
cent res;

2. Requests the  World Meteorological Organization,  consulting  as app rop ria te 
with  the  United Natio ns Edu cat ional, Scientific and  Cultural  Organization and  
oth er specialized agencies a nd  governmental a nd non-governmental organizations, 
such as the Inte rna tional  Counc il of Scientific Unions, to sub mit a report to its 
member Governments and  to the  Economic and  Social Council at  its th irt y-  
fou rth session regarding app rop ria te organizationa l and  f inancial arrangem ents  to 
achieve  those ends, with a view to thei r fur the r considera tion by the General  
Assembly at  i ts sevente enth  session;

3. Requests the  Com mit tee on the Peaceful Uses of Outer Space, as it deems 
appropriate, to review th at  report and submit  its  comments and  recomm endat ions 
to the  Economic and Social Council and to the  General  Assembly.

D
The General Assembly,
Believing th at  comm unica tion by means of sa tellit es shou ld be available  to the  

nations  of the world as soon as prac ticab le on a global and  non-discriminatorv 
basis,

Convinced of the  need to prepare the  way for the  esta blishment of effective 
operational s atel lite communication,

1. Notes with satisfaction th at  the  Intern ational Telecomm unica tion Union 
plans to call a special conference in 19G3 to make allocations  of radio frequency 
bands for outer  space activities;

2. Recommends th at  the  Intern ational Telecommunication Union consider at  
th at  conference those aspects of space comm unica tion in which int ern ational 
co-opera tion will be required;
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3. Notes  th e  po te ntial  im po rt an ce  of  co m m un icat io n sa te ll ites  fo r use by  th e 
U ni te d N at io ns an d its  pr in ci pa l or ga ns  and spec ia liz ed  agencie s fo r bot h op er a
tion al  and  in fo rm at io na l re quir em en ts ;

4. In vi tes th e  Sp ecial  Fund  and  th e  Expa nded  Pr og ra m m e of Tec hn ic al  As sis t
ance , in cons ul ta tion with  th e In te rn a ti ona l Telec om m un ic at io n Union , to  giv e 
sy m path eti c  co ns id er at ion to  re ques ts  fro m M em be r S ta te s fo r te ch ni ca l an d 
o th er  as si st an ce  fo r th e su rv ey  of  th e ir  co m m un icat io n ne ed s and fo r th e  de ve lop 
m en t of  th eir  do mes tic  co m m un icat io n faci lit ie s so th a t th ey  m ay  m ak e eff ect ive  
use  of sp ac e co m m un icat ion;

5. Req ues ts th e  In te rn ati onal Tel ec om m un ic at io n Union , co ns ul ting  as  ap pr o
pri at e w ith  M em be r S ta te s,  th e  U nited  N at io ns  Edu ca tional , Sc ien tif ic an d Cu l
tu ra l O rg an iz at io n an d o th er  sp ec ia liz ed  agencie s an d go ver nm en ta l an d non
gover nm en ta l or ga ni za tion s,  su ch  as  th e  Com m it te e on  Sp ac e R es ea rc h of th e 
In te rn ati onal Co un cil  of Sc ien tif ic U ni on s,  to  su bm it  a re port  on  th e  im pl em en ta 
tio n of th os e prop os als to th e Eco no m ic  an d Socia l Cou nc il a t it s th ir ty -f ourt h  
ses sion an d to  th e  Gen eral Assem bly a t its  se ve nt ee nt h sess ion ;

6. Req ues ts th e  Com m it tee on  th e  Pe ac eful  Uses of O ut er  Sp ac e,  as  it  deem s 
ap pro pr ia te , to  review  t h a t re port  and  s ubm it  i ts  co m m en ts  an d reco m m en da tion s 
to  th e Eco no mic  an d Socia l Cou nc il and  to  th e Gen eral As semb ly.

E
The General  As sem bly ,
Recal ling it s re so lu tio n 1472 (XIV ) of  12 Dec em be r 1959,
Noting t h a t th e  t er m s of o ffice of th e  m em be rs  o f t he  C om m it te e on  th e  Peacefu l 

Us es of O ut er  Sp ac e expir e a t th e  en d of  1961,
Noting th e  re port  of th e C om m it te e on  th e  Pe acefu l Uses of O ute r Sp ac e.5

1. Decides  to  co nt in ue  th e m em be rs hi p of  th e  C om m it te e on th e  Pe ac eful  Uses 
of O ut er  Sp ac e as  se t fo rth in G en er al  As sembly  re so lu tio n 14 72 (X IV ) an d to 
ad d Cha d,  Mon go lia , Mo roc co an d S ie rr a Le one to  it s mem be rshi p in reco gn ition  
of  th e in cr ea se d mem be rship of th e  U nited  Nat io ns  sin ce  th e C om m it te e was 
es ta bl ishe d;

2. Reque sts  th e  Com m itt ee  to  m ee t no t la te r th an  31 M arch  1962  to  ca rr y ou t 
its  m andate  as  co nt ai ne d in Gen eral  Assem bly reso lu tio n 14 72 (X IV ), to  rev iew  
th e  ac tivi ti es  pr ov id ed  for  in th e  p re se n t re so lu tio n an d to  m ak e su ch  re po rt s as 
it  m ay  co ns id er  ap pr op riat e.

The C hairman. Mr. McGhee, thunk you very much.
There will be, I am sure, a number of questions. We will proceed 

as expeditiously as we can.
1 would like to remind you and the members of the committee, 

however, that we will very likely be called to the floor of the House. 
Therefore, the hearing will perhaps be inter rupted rather  early this 
morning.

Mr. McGhee. That is fine, Mr. Chairman.
1 am at your  disposal and 1 will s tay here while you are in terrupted 

until you come back, if you would like me to.
The C hairman. We will do our best to proceed as well as conditions 

will permit.
Mr. Springer any questions?
Mr. S pringer. Mr. McGhee, H.R. 10115 contemplates regulation 

of this Corporation with extensive powers to the President; in addi
tion, some powers to NASA and the State Department. Did you 
have any part  in drafting this bill?

Mr. McGhee . The Departmen t of State , yes, partic ipated  in the 
group d rafting this legislation, M r. Springer.

Mr. Springer . At the present time do all of these agencies, in
cluding the President, have power to regulate our international 
carriers presently  in existence?

Mr. McGhee . No, sir; not all.
» U .N . d oc. A/4987.
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The Dep artm ent of Sta te does no t have any powers in this regard 
at the present time. Of course, the powers envisaged are not regula
tory as far as the Department of State  is concerned.

Mr. Springer . You are seeking new powers over interna tional  
carriers which you do not now have?

Mr. McGhee . Tha t is correct, sir.
The Chairman. Will the gentleman yield?
Mr. Springer. Yes.
The Chairman. So tha t 1 might clearly understand, Mr. McGhee, 

did I understand you to say that you are seeking new powers over 
interna tional  telecommunications carriers beyond the proposed 
Corporation?

Mr. McGhee . No, s ir; only as provided in the legislation provided 
in this proposed Corporation.

The Chairman. Yes, but  if the gentleman will permit, would tha t 
extend auth ority tha t would be given to the D epartment  of State over 
negotiations regarding present ly existing facilities?

Mr. McGhee . No, it would not .
The Chairman. Over international carriers tha t you do not now 

have?
Mr. McGhee . No, sir; there is nothing in legislation which gives 

us auth ority over the present carriers. The auth ority is only with 
respect to the Satellite Corporation.

Mr. Springer. Let me see if I can express it  in these words.
Wha t you are seeking now in this legislation is powers over the 

satellite communications system which you do not presently have 
over internat ional carriers?

Mr. McGhee . That is correct, Mr. Springer. Th at is what I 
interpreted your question to be and my answer is the same.

The Chairman. And, further, which you will not have even if this 
bill—H.R. 10115—were to pass?

Mr. McGhee. Over the existing carriers?
The Chairman. Yes.
Mr. McGhee . Indeed, yes, Mr. Chairman.
The Chairman. I want tha t to be made very clear. I think there 

are a lot of implications here. I want both Mr. Springer and myself 
both to understand jus t what  you mean.

Mr. Springer. I think  we both mean the same thing. I under 
stand what you are ta lking about but I think in answer to my question 
he gave the right answer and a truthful answer.

In the past have your relations in the  S tate  Department been good 
with the international carriers?

Mr. McGhee . To the best of my knowledge, Mr. Springer, they  
have been good.

Mr. Springer. Do you believe tha t our in ternat ional satellite  com
munications system will work bet ter by giving additional powers over 
it to the President, to NASA, to the State Department, and to the 
Attorney General?

Mr. McGhee. Yes, sir.
Insofar as the entire functioning of the system and the carrying out  

of our national objectives, I believe that  they will work better with 
the delegations, with the authorities  granted in this bill.

Mr. Springer. Turn to page 10 of your statement.
At the present time, an in ternational carrier, in seeking new fields, 

does he carry out the preliminary negotiations?
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Mr. McGhee. Yes, sir.
Mr. Springer. Has that  worked satisfactorily?
Mr. McGhee. Y es.
In general, it has worked satisfactorily , Mr. Springer. Quite often, 

these negotiations are preceded by conversations between our repre
sentatives  abroad and by the Department  of State and representatives 
of government to lay the groundwork for his later negotiations.

Mr. Springer. Actually, isn’t it a fact, there are no American in
ternational carriers who try to break ground w ithout consulting you?

Mr. McGhee. I would not be able to state  tha t quite so categori
cally, Mr. Springer. I do not believe we would have evidence in all 
cases.

I am sure there are many cases where representatives of companies 
have initia ted negotiations without prior consultations  with the 
American officials abroad  or their discussions with government.

Mr. Springer. In those instances, though, you are kept advised of 
what they  are doing, are you not?

Mr. McGhee. In general. In some instances, th is probably is not 
fully car ried out, however.

Mr. Springer. Now, w hat you are seeking in this legislation, and 
may 1 quote you—
in carrying out these responsibilities now—
for the Corporation you propose to create in this legislation, and I 
quote—
the Depar tment would be acting with and in behalf of the  new Corporation.

Mr. McGhee. Tha t is correct.
In those instances where the Depar tment  elected to exercise its 

authority.
Mr. Springer. Now, in fact, you are going to be the agent of the 

new Corporation in any negotia tion tha t is carried on with any foreign 
country, are you not?

Mr. McGhee. The wording of the act  is “conduct  or supervise such 
negotiations.”

Mr. Springer. You are going to do all the negotiating,  not the 
company?

Mr. McGhee. No, sir. In many instances the negotiation will be 
of such a nature, say, a purely commercial or technical nature,  tha t 
the Department will unquestionably let the Corporat ion conduct the 
negotiation in its own behalf.

In other  cases, I would envisage tha t the Department, or through 
its representatives  abroad, would negotiate perhaps a general arrange
ment under which the Corporat ion would negotiate more detailed 
commercial and technical agreements, without the assistance of the 
Depa rtment in many cases.

Mr. Springer. Let me read the law to you which you propose. 
May I ask you this question: Before any thing would be undertaken, 
you would have to be gone to and it would have to have your approval 
entirely  before anything could be done; is tha t not true?

Mr. McGhee. That is correct.
Mr. Springer. All right . Now, I think, we are getting  down to it. 

On page 9, the bottom of the page:
In any case where the Secretary of State, after obtaining the advice of the 

administration  as to technical feasibility, has advised tha t commercial communi-
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cation s from a par ticu lar standpoint  by  means of telecommunications satell ite 
system should be establi shed in the  na tional  interest.

Does th at  not mean tha t anything that  is done by the FCC in this 
matter  has  to obtain, first, your prior approval?

Mr. McGhee . We would make the suggestion, as the Department 
of State , where we thought tha t this facility would be in the further
ance of the national interest.

Mr. Springer. And it is not possible for them to proceed, nor for 
the carrier to proceed, until that  prerequisite has taken place?

Mr. McGhee. This par ticu lar provision applies to circuits which 
would not be economic and which are established in pursuance of our 
foreign policy objective.

Mr. Springer. Now, just a minute, Mr. McGhee. You can put 
tha t in later, but now can you give a yes or no answer. Is it not sub
stant ially  true, what I have stated?

Mr. McGhee. No, this is not my understanding of the bill, Mr. 
Springer.

Mr. Springer. Mr. McGhee, I am just a curbstone lawyer, but 
I think I can read language. If tha t does not mean the State De
partm ent has got the first shot at it, I do not know what it does 
mean.

I do not think a move can be made in this until the State Depart
ment has gone into this m att er themselves, afte r obtaining the advice 
of the  administration as to technical feasibility tha t a communication 
is in the national interest , and you have to determine that.

Mr. McGhee. This part icula r provision applies to a situa tion, Mr. 
Springer, where the Departmen t feels that facilities should be estab
lished, and it so recommends to the Federal Communications Com
mission.

Mr. Springer. That is right, and they have to seek your advice 
on tha t, do they not?

Mr. McGhee . No.
They can go ahead and establish othe r links and facilities without 

our advice.
This pertains to those that  we initiate, because we have a foreign 

policy objective to be achieved.
Mr. Springer. Now, you have a foreign policy objective to achieve?
Mr. McGhee . Yes, sir.
Mr. Springer. Then what are you going to do when you say tha t 

our foreign policy achievement demands tha t we open this up?
Mr. McGhee . We recommend this  to the Federal Communications 

Commission.
Mr. Springer. And they cannot do anyth ing until they get that 

recommendation?
Mr. M cGhee . They  are quite free to do anything they like p rior to  

this. This only applies to the particular  recommendation we make, 
as I understand it, Mr. Springer.

Mr. Springer. I do not interpret this as you do, Mr. McGhee. 
Do you have your counsel here, your attorney?  Are you accom
panied by your counsel?

Mr. McGhee . We do not have our counsel. Here is our expert 
in space communication matte rs. But, again, my understanding is 
tha t this permits the Departmen t of State to recommend the creation  
of links which the  Corporation did not elect to do for commercial
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reasons, and we recommend this to the Federal Communications 
Commission.

To my knowledge, this does not apply to the many links which 
they will initiate  on their  own.

Mr. F riedel. Will the  gentleman yield?
Mr. Springer, lo r a question. I do not want to inter rupt the 

thought.
Mr. Friedel. The same thought.
In answer, Mr. McGhee, to Mr. Springer’s question, you said under 

the proposed law that  it would work better. It is my understanding 
that  under the present law all international communications organiza
tions have to make a report  to the State Depar tment  whenever they 
make an agreement with any foreign country.

Mr. McGhee. No, sir; this is not a provision of present law.
Mr. Friedel. Under the present law do they not have to make a 

report to the State Departm ent now?
Mr. McGhee. No, sir.
Mr. F riedel. Noton  communications?
Mr. McGhee. Only with respect to undersea cables emanating 

from the United States.
Mr. Friedel. Do they not have to report? It  is my unders tanding 

that they do under the present law.
Mr. McGhee. Not to the State Depar tment , sir.
Mr. Springer. Jus t one more question.
At the present time do you not have the power to negotiate—and 

the provision is quite similar; although not in the exact language, the 
meaning is the same—with a foreign country as to the route of an 
airline? And you have the r ight, do you not, to give t ha t to a foreign 
carrier?

Mr. McGhee. We negotia te in behalf of the CAB for foreign 
routes.

Mr. Springer. You negotiate in behalf of the  CAB?
Mr. McGhee. Yes, sir.
Mr. Springer. And the President has this power or does the State 

Depa rtment have this power?
Mr. McGhee. It is State Departmen t responsibil ity to negotiate 

in behalf of the CAB.
Mr. Springer. Now, who finally makes the decision?
Mr. McGhee. The Department.
Mr. Springer. Of State?
Mr. McGhee. Yes, sir.
Mr. Springer. You are seeking here by the language in this bill 

to have the same kind of a righ t to give away as you had in interna
tional routes?

Mr. McGhee. This is not just a question of giving away. This is 
a reciprocal matter. We gain routes, flights.

Mr. Springer. You have a right  to give awav tha t route, if you so 
wish?

Mr. McGhee. “Give away” is not—we have the right to grant 
permission.

Mr. Springer. You have the right or the permission to grant that  
right. We will put it in t ha t language.

Mr. McGhee. That  is correct, in exchange for other considerations 
granted by the government we are negotiating with.
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Mr. Springer. Can you name the right tha t was given to an 
international  carrier of our own in return for the right of Air France 
to fly an uninterrupted route  from New York to Mexico City?

Mr. McGhee. 1 do not have the knowledge myself about this 
particular  agreement, sir. I will be delighted to get it and report it.

(The information mentioned above appears on p. 500.)
Mr. S pringer. Mr. McGhee, I would like to have the commensurate 

right  which we received for tha t route.
Mr. McGhee. Very good.
Mr. Springer. And you had bette r pin it down pret ty close because 

I do not think you have any commensurate right that we receive in 
return therefor.

But  the point I am tryin g to make, Mr. McGhee, you are seeking 
in the language of this bill to be able to have the same kind of a right 
on international satellite communications tha t you now have in 
negotiating giveaway, granting, or whatever it is, of airline routes?

Mr. McGhee. Yes, sir.
Mr. Springer. Tha t is all 1 wanted to know.
Mr. McGhee. With the qualification of the word “giveaway.”
Mr. Springer. I understand,  with tha t qualification.
I thank  you very much.
Th at is all, Mr. Chairman.
The Chairman. If the gentleman will permit, I would like to carry 

Mr. Springer’s line of questioning further for a moment.
It  is my understanding under the law that  the President has the 

final decision with reference to grants  of in ternational  routes.
Mr. McGhee . I am sure this is true, sir. As a practical mat ter, 

the State  Department , 1 am sure, normally conducts the negotiations .
The Chairman. I am not talking about a practica l matte r. I am 

talking about a legal m atter .
Mr. McGhee . We are unfortunately  not prepared adequately  on 

the aviation aspect of this.
The Chairman. You have made this record pre tty clear that  the 

State  Department has tha t right and I question that myself under 
the law.

Mr. McGhee . Yes.
Mr. Springer. Mr. Chairman?
The Chairman. Yes?
Mr. Springer. May I say tha t the chairman is right. It does re 

side in the President. But I think, at least under three administra
tions tha t I have watched—and I am not being partisan in this— 
tha t, as a policy mat ter,  the decision is made down at the Depar t
ment but the final authority  resides in the President to make the 
decision.

Is that not about right, the way it works out as a practical mat ter?
Mr. McGhee . This is my understanding of it. I regret-----
The Chairman. I would question tha t, because if you will go back, 

Mr. McGhee, and look at the record of the so-called over-the-circle 
route, I think you will find that the State  D epartment  u ltimately had 
very little to do with what the actual decisions were on a practical 
basis.

Tha t was kicked around back and forth, primarily under two ad
ministrations, from the White House to the Civil Aeronautics Board 
and from the Board back to the White House.
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And it would seem to me tha t before we sta rt making comparisons 
here as to what is sought on something in which you think tha t you 
have a definite responsibility and authority, tha t you had better re
view this.

I think that there was—and I was not a Member of Congress at the 
time the Civil Aeronautics Act was passed in 1938—I missed it by 
just 2 years—there was a special proviso recognizing the consti tu
tional authority  of the President  of the United States  in dealing with 
foreign affairs.

Under the present act, T think you will find tha t the Board is 
authorized to recommend decisions on grants  of interna tional  com
mercial routes to the President . I do not think  you will find that the 
State Department is au thorized to recommend to the President under 
the act.

As a practical matte r, the President does and should consult with 
the State Department, and, no doubt, uses the advice of the Depa rt
ment in order to reach some of these agreements. But I should th ink 
that  you had better be very careful in making these comparisons 
categorically on this question with reference to what the authority is 
here.

Mr. McG hee. What I was referring to, Mr. Chairman, the State 
Department now conducts the negotiation, as the Sta te Department, 
for the routes, as we discussed.

I accept what you say tha t the result of the negotiation must be 
approved finally by the President . In the proposed legislation the 
State Department would, in quite a similar way, conduct the negotia
tion in behalf of the corporation.

The Chairman. Provided the President asked you do do it. If 
the President decided he wanted  to use some o ther means under the 
law, he can use those means.

Mr. McGhee. 1 am sure the President has this authority,  sir. 
Under the law the Departmen t would have the direct author ity.

The Chairman. You mean under this proposal?
Mr. M cGhee. Under this proposal.
The Chairman. This proposal here?
Mr. McGhee. That is right.
Mr. Springer. May I just ask one more question?
The Chairman. Yes.
Mr. Springer. I do not want to leave this hanging. I think our 

thinking is the same, Mr. McGhee. What you mean to say, I think, 
is in the cases of the airlines—and I contemplate it would be the same 
under this—in the Bermuda Conference, for instance, tha t conference 
was carried on at the instruction of the President as the Chief Execu
tive, but actually the State Department carried on all those negotia
tions with reference to routes and you negotiated with the state 
departments  of other countries.

In essence, that is what would happen?
Mr. McGhee. Tha t is correct, yes.
Mr. Springer. Tha t is all.
The Chairman. I was sure tha t this would happen.
Mr. Rogers, you will be recognized at 1:30. The committee will 

adjourn until 1:30.
(Whereupon, at 11:05 a.m., the hearing was adjourned, to recon

vene at 1:30 p.m. of the same day.)
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A FT E R N O O N  SE SSIO N

Mr. Williams (presiding). The committee will be in order, please.
When the committee recessed, the Chair had indicated tha t the 

first member to be recognized for questioning would be Mr. Rogers of 
Florida. Mr. Rogers has not returned.

I believe Mr. Friedel has been passed over. The Chair recognizes 
Mr. Friedel.

Mr. McGhee . Mr. Chairman, either now, or at some appropria te 
stage, 1 would like, if J mav, to make a comment on a ma tter  which 
arose this morning, and which I would like to, with your permission, 
file a paper. However, I will be delighted to wait until after the 
questioning.

Mr. Williams. Who was interrogating you about that?
Mr. McGhee . Perhaps it would be best to wait until the chairman 

returns, because he was actually the member of the committee t ha t 
questioned me.

Mr. Williams. If tha t is agreeable, we will proceed.
Mr. F riedel. Mr. McGhee, do you know whether the common 

carriers have had any difficulty in negotiating  on operating and 
ownership with foreign carriers in foreign countries?

STATEMENT OF GEORGE C. McGHEE, UNDER SECRETARY OF
STATE FOR POL ITIC AL AFFAIRS, ACCOMPANIED BY T. H. E.
NESBITT, AND LEE R. MARKS—Res um ed

Mr. McGhee. Of course, they have been successful in many cases. 
Unquestionably, there are many negotiations tha t were not successful.

Mr. Friedel. Yes. But do you know of any difficulty? Natu rally , 
if you could not get the other countries to agree, you could not get 
the rights. But  do you know of any difficulties they have had?

Mr. McGhee . Any specific difficulties?
Mr. F riedel. Yes. Do you know of any?
Mr. McGhee . We have a number of examples in the testimony 

where it was necessary for the Departm ent of State to act in behalf 
of the carriers, because they could not achieve their objectives in these 
particula r cases. In my testimony, I gave three examples of this 
situation.

Mr. F riedel. Hasn’t there always been cooperation by the  carriers 
of foreign countries with the State Departmen t?

Mr. McGhe e. Since it is not required, the cooperation has been 
rather uneven. In many instances, the carrier will go ahead with his 
negotiation w ithou t4prior consultation. Perhaps it was not necessary. 
In other cases, they will consult with the Department of State  o r our 
Embassy abroad, and frequently  request our assistance.

Mr. Friedel. Do you know of any instance where our carriers 
entered into an agreement with a foreign country that  was in opposi
tion to the view of the State  Department?

Mr. McGhee . Tha t was in opposition with what? Where the 
State Dep artm ent actually had views opposite to those the carrier 
sought to achieve?

Mr. Friedel. Whether they made contrac ts or agreements with 
foreign countries, or foreign carriers, tha t the State  Dep artm ent was 
opposed to.
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Mr. McGhee. I know of no specific illustra tion. I am sure that , 
had the Department been consulted, there are some situations where 
the D epar tment’s advice would have been at variance with the agree
ment finally worked out. But I have no specific illustration in mind.

Mr. F riedel. It  is my understanding tha t our carriers do make a 
report to the State Dep artm ent whether they have to or not, of any  
agreement or any arrangem ents made with foreign carriers.

Mr. McGhee. It  is only in the case of cables emanating from this 
count ry tha t they are required to by law.

Mr. Friedel. What I am trying to determine is: Have they by
passed the State Departm ent;  have they done something against the 
views of the State Departmen t?

Mr. McGhee. We are speaking of so many different contracts  
and so many different si tuations in the world-----

Mr. Friedel. I mean communications, whether it be cable or 
radio or other ways of communications. Have our carriers ever 
worked out an agreement with a foreign country or foreign carrier 
that was against the position taken by our State  Department?

Mr. McGhee. Again, since it was not our responsibility, perhaps 
the Department in most cases would not have a view—not con
sidering it our particular concern over the technical or financial 
matters involved.

Mr. F riedel. Well, if it has worked so successfully in the past, 
why would you want this special law? You say it would work better.  
That is the word you used. Tha t is what I am trying  to pursue.

Mr. McGhee. This is a very basic point. I am glad you raised 
it. Actually, the situat ion is tha t this type of communications 
arrangement is so novel and so far reaching and involves so many 
countries and so many actual and potential  foreign policy interests 
of the  United States tha t a new situation arises.

In the past, communications arrangements covered basically one 
country or two, and in conventional and well-established means of 
communication. Here you have a new approach to communication, 
an opportunity  through a satellite to communicate simultaneously 
with most of the countries in the world.

Mr. F riedel. Don’t we have radio overseas?
Mr. McGhee. Tha t is correct, sir. But, again, this is so novel, it 

is such a new approach to communications, we feel a difference in 
kind is created here, in cont rast with the preexisting forms of com
munication. And the arrangements to be worked out with the gov
ernments concerned are so novel.

Mr. Friedel. You used the words “ it would work b ette r.” Now, 
you must have some reason.

Mr. McGhee. Yes, sir.
Mr. Friedel. Why would it work better?  Couldn’t you give me 

some example where it did n ot work before?
Mr. McGhee. Well, these are examples with respect to the exist

ing forms of communication. Now, we do not raise any issue with 
respect to additional controls over the existing forms of communica
tion. It  is only with respect to this new form of communication that  
we raise this new issue. We do think that problems would exist, and 
that the corporation or the individual firms would, indeed, seek our 
assistance with respect to this new form, because it raises so many 
new problems.
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I can give illus trations, if you would like me to, Mr. Friedel.
Mr. Friedel. I would like you to.
Mr. McGhee. Yes, sir.
Jus t for example, suppose tha t it is considered by a number of the 

countries of Africa, small countries, that  they would like to par ticipate 
in this system.

They have existing communications nets on the ground, and they 
want to tie in with the satellit e system. The erection of a ground 
station  is an expensive affair. Each country  cannot afford its ground 
station.

So some arrangement has to be made wherein one ground station is 
created which will serve a number  of countries, who will then tie in 
their domestic nets.

In this circumstance, a negotiation at the international level must 
take place between our Government and the various countries con
cerned, so the decision can be made which country  shall be selected 
as the site for the ground station, and what are the conditions under 
which the various countries can use this ground s tation.

What, for example, will be their sharing of the costs?
What,  for example, will be their sharing of the ownership of w hat

ever international enti ty is created?
Mr. Friedel. Would that not come under the jurisdiction of the 

Federal Communications Commission, the sharing of the cost?
Mr. McGhee. The——
Mr. Friedel. On a rate  basis?
Mr. McGhee. I am speaking with regard to a general negotiation 

as to some formula whereby the sharing of costs or the foreign par
ticipation in ownership and control, the conditions, the number of 
frequencies each are allotted , all of these things.

Mr. F riedel. Would the State Department interfere in tha t end 
of it, or would tha t be under the jurisdiction of the Federal Commu
nications Commission?

Mr. McGhee. Sir, as I would envisage i t—of course, we are talk
ing now hypothetically, because all of this is qu ite new and we have 
no experience.

As I would envision it, there would be an intergovernmental  study 
which the State Department would conduct.

Mr. F riedel. You mentioned Africa, for instance.
Do you think a private  individual or a corporation, spoken of in 

your bill, would erect ground stations if they did not have any users 
there—I mean no requests for them?

Mr. McGhee. Tf they were operating on strict economic considera
tions, they perhaps would not. But I am speaking of the situa tion 
where they would have users. There is another situation created by 
a country tha t does not have enough business to justify a ground 
station, where we might consider it to be in the national interest.

Mr. F riedel. If they want to partic ipate, they would build, or an 
American company would build a ground station, if it looked like it 
was going to be profitable in the end?

Mr. M cGhee. Yes, sir.
But a decision would still have to be made as to which of the 

countries became the site of the ground station. Each country would 
perhaps want the ground sta tion to be in his own country. And, yet, 
each cannot afford one.
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So a negotiation would have to take place between the countries 
concerned and our Government.

Mr. Friedel. I would feel b etter about it if you could give me one 
concrete example where agreements have not worked in the past.

Mr. McGhee. Well, the ones t hat  did not work, of course, are the 
ones th at  we do not have services and contracts covering. I am sure 
there are many objectives which our internat ional communications 
companies have sought which did not work out.

Now, whether they would have worked out better , had the D epar t
ment been able, in a sense, to run interference for them, I do not 
know, because I just do not have the detail. We do not know about 
the ones that did not work out.

There are many illust rations—I gave three—where it was necessary 
for the Department to precede-----

Mr. Friedel. I can understand tha t end of it, yes, to negotiate 
and work out the contract .

But you are making it part of the law under this bill. It  would 
have to go direct through the State Depar tment.

Now, if they  communicate with a foreign country  and report to the 
State  Depar tment  if they are violating any agreements or treaties 
that we have, 1 can understand tha t you would object to it. But you 
are making every country or every station  have to go through the 
State Department.

Mr. McGhee. The State Departmen t would supervise or conduct 
negotiations  according to the language.

Mr. Friedel. Tha t is all.
Mr. McGhee. As we would envisage this working out, the State  

Department would not actually intervene or take a role in a negotia
tion which did not involve an important foreign policy interest, but 
involved purely commercial or technical considerations.

Just as a practical mat ter, there would be many such negotiations, 
and the State Department would exercise a very, very general super
visory relationship over them and look at them after they are finished.

It  is only with respect to, say, negotiations involving an important 
foreign policy interest or several nations at once, where the company 
would really need the assistance of the State Department and our 
Ambassadors in the field in working ou t a complex negotiation.

Mr. Friedel. But under this bill they would have to come to you, 
whether  they needed your assistance or not.

Mr. McGhee. Tha t is correct, under this bill.
But the State Department, of course, would reti re from a situation 

in which it  felt its assistance was not  needed.
Mr. F riedel. Tha t is all, Mr. Chairman.
Mr. Williams. Mr. Younger?
Mr. Younger. Thank you, Mr. Chairman.
Mr. McGhee, in order to clear the record, I would like to read into 

the record a t this time a provisions in Publ ic Law 85-286, the Federal 
Aviation Act of 1958.

Any certifi cate authoriz ing an air carrie r to engage in overseas or foreign air
cra ft transportatio n, or transpo rta tio n between  places in the same terr itory or 
possession, or any permit  issued to any foreign air carrier und er section 402, shall 
be subject  to the  approval of t he  Pres iden t. Copies of all appl ications in respec t 
to such certifica tes an d perm its shall be tr ansmitte d to the Preside nt by the Board 
before hearings thereon,  a nd all decisions th ereon by the Board shall be submit ted 
to the  Pres iden t before p ubl icat ion thereof.
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The State Department is not even mentioned in the law. This is 
quite contrary to what-----

The Chairman. Will the gentleman yield?
Mr. Younger. Yes.
The Chairman. I wish the  gentleman would read the following 

paragraph, too.
Mr. Younger (reading):
The Secreta ry of State  shal l adv ise the  adm inis trat ion, the Board, the Secretary 

of Commerce and  consult  w ith the adm inis trat ion, Board o r Secretary, as appro
priate , concerning the  n ego tiat ion of any agreement with  foreign governments for 
the  esta blishment  or developmen t of air navigatio n, including air routes and 
services.

But  the President, as you said, has the ultimate decision on that .
I am a little fearful that if we put too much in here about the S tate 

Departmen t, we may get decisions like I think  we have in the air 
carrier cases where our own carriers have been slighted somewhat, 
according to  my own opinion.

Now, on your statement, page 4, you speak about the committee, 
CCIR, of the ITU, the convention or meeting that  was held here.

Were the Communist bloc nations represented in that  meeting?
Mr. McGhee. Yes, sir, they were.
Mr. Y ounger. Which ones were here?
Mr. McGhee. Just a moment, sir.
The U.S.S.R., Poland, and Czechoslovakia were here, I am informed.
Mr. Younger. The three of them were in the meeting?
Mr. McGhee. Y es, sir.
Mr. Y ounger. J think that  also ought to be in the record.
Now, you have a statement on 6, and then there is another sta te

ment—first on 10—you say:
And the  extent  to  which the  United  Sta tes shall be prepared to assis t in pro

viding financial and  t echnica l assistance.
An then on page 6, you mention again about the newly emerging 

nations  of Africa and Asia, these communications links with  our em
bassies in those nations, and with the  sister countries in Latin America.

But you do not mention all the other places in the world where we 
have connections.

Is there any reason for leaving out Europe?
Mr. McGhee . Europe is referred to  in anothe r place, Mr. Younger. 

These were mentioned perhaps because these are areas where our 
communications network is least complete, in comparison with the 
new needs that arise from new sta tes being created.

Mr. Younger. Well, is it  your intention to furnish the money for 
these newly emerging nations  of Africa to buy stock in this company,, 
like you furnish money to these nations  to pay thier assessments in 
the United Nations?

Mr. McGhee . Well, of course, I do not believe tha t we would 
admit tha t we furnish  money directly to these countries to pay their , 
assessments.

Mr. Younger. Directly  or indirectly—as long as they get the 
money to pay thei r dues.

Mr. McGhee . We do not provide money to countries. We provide 
financing of parti cular projects.

Now, insofar as this relieves them of the necessity of spending their 
own money, perhaps this helps them pay their dues. But  it would
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only be in this way, if at  all, th at our assistance would help them buy 
stock in the Corporation, because there  would be no direct assistance 
envisaged to enable them to buy stock in our plan.

What is envisaged, perhaps, is this; If the country  presents a 
telecommunications program which qualifies for assis tance under the 
AID Act, it might be considered by the AID agency for financing 
under the AID Act.

The actual project of building a communications network might be 
considered by the AID agency for financing under  the AID Act.

But this is something that would be up to the AID agency. We 
merely mention this as a possibility.

Mr. Younger. Would it not be well to make sure tha t the money 
furnished will be used for tha t purpose?

Mr. McGhee. Yes, sir.
The money furnished by the AID agency is for particu lar projects, 

and there are ways of assuring tha t the funds provided are spent for 
that project.

Now, as I said, you might reason tha t insofar as this relieves the 
Government of the necessity of doing this project, assuming that  it 
had the money to do it, it might then take this money and apply it 
to some other prupose.

But our money is not directly available for these purposes, Mr. 
Younger.

Mr. Y ounger. Well, what did you mean, then, by “providing 
financial or technical assistance”? What do you mean by “providing 
financial assistance”?

Mr. McGhee. This, sir, would be for the actual  construction or 
development of a communications system within the country itself, 
which could then tie into the satellite network. There will be, of 
course, necessity for interna l communication in these countries, 
both telephone and radio and telegraph, which, once developed, could 
tie into the sate llite system.

And the binding—the furnishing of technical assistance and the 
development of plans and the actual construction of these interna l 
systems—could be financed by the AID agency, if it qualified under 
the AID legislation.

Mr. Y ounger. To build receiving stations?
Mr. McGhee. This is conceivable.
This has not been thought out in detail, Mr. Younger. But if 

the AID agency would consider that  this station qualified under the 
legislation, it could give technical assistance and finance the building 
of a ground station or an internal  communications net.

Mr. Younger. On page 7 you gave a quotat ion from Mr. Khru
shchev. Do you place any reliance on that statem ent?

Mr. McGhee . We received this message from Mr. Khrushchev. 
The President responded to it. A mechanism is being set up to 
explore this matter  with the Soviets.

I am sure tha t there is no inclination here to accept anything at 
face value, unless it is te sted by actual performance. If, in fact, the 
Russians choose to cooperate in this field, as Mr. Khrushchev has 
offered, and we feel a basis can be worked out  wherein there is a 
mutual advantage, and there are adequate policing and enforcing 
provisions, the admin istrat ion will carry forward this acceptance 
which Mr. Kennedy has made.



COMMUNICATIONS SATELLITES 469

Mr. Younger. You do place some credence in the statement, any 
sincerity?

Mr. McGhee . Mr. Younger—we deal with the Soviets in a variety 
of circumstances, where there is no element of t rus t involved, where 
the arrangement is self-policing. There is some trade even between 
us, of course.

Mr. Younger. On page 8 in your stateme nt— 
and regulat ed as to fur the r the  public interest.

What  do you mean by the “public inte rest ,” page 8, third line, 
second paragraph?

Do you refer to the stock being widespread among the public, or 
what is your reference there?

Mr. McGhee . These are the foreign policy objectives of this 
system, sir—public interest objectives tha t we seek with nations 
abroad.

Mr. Younger. It  does not  affect the public interest which might 
be crea ted by virtue of buying stock?

Mr. McGhee. This, of course, is an important element. It  
is an element, however which the Depa rtment of State is less con
cerned with than the domestic agencies.

Mr. Younger. This bill which you are advocating , and recom
mending, I am sure you appreciate it has been somewhat rejected  
by the FCC?

Mr. McGhee. Yes, sir.
I have observed tha t the FCC has differed from certain provisions 

of this bill—not, I believe, from its broad objectives.
Mr. Younger. Fundamental principles?
Mr. McGhee . Yes, sir.
The fundamental principles, I believe, are shared by the FCC.
Mr. Younger. Well, they are not shared. The fundamental 

principles, I would say, are somewhat in opposition to the position 
tha t you have taken. If you take the whole bill, from A to Z.

Mr. McGhee . Th at is correct, we support the bill.
Mr. Younger. Yes.
You even support the theory tha t you can have widespread public 

interest by establishing corporations selling stock at a thousand 
dollars a share. You subscribe to that?

Mr. McGhee. Yes, sir.
This is not in our primary range of interes t, but we do subscribe to 

this.
Mr. Younger. Did you ever hear of a corporation star ted that  

way?
Mr. McGhee . By the sale of stock in this amount?
Mr. Younger. Sale of stock at a thousand dollars a share, when the 

desire was to get widespread public interest?
Mr. McGhee . This, of course, is an unusual offering. There are 

many people who can subscribe to stock at 81,000. As I unde rstand 
it, there was perhaps some thought that, with respect to very small 
subscribers, that this might be too risky for them; tha t a thousand 
dollars was a useful minimum. But there are a great many people, 
corporations, groups, in this country tha t could afford a thousand- 
dollar stock.

82059— 62— pt . 2----- 9
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Mr. Younger. It  is all right to take their money on a risky invest
ment—is that what you want to leave with the committee?

Mr. McGhee. Normally, of course, it is up to the buyer to take 
his risks, I assume, when he buys stock. Presumably, somebody who 
can afford a thousand dollars can take a greater risk than somebody 
who can afford a smaller amount.

Mr. Younger. But you have never heard of a company organizing 
and wanting to have lots of stock holders and wide interest, selling 
stock, to begin with, at  a thousand dollars a share, have you?

Mr. McGhee. I am not too familiar with this field. I do not 
preclude the possibility that financing has been done in this way, sir. 
But, of course, this is a very unusual offering.

Mr. Younger. It  sure is.
Mr. McGhee. There has been nothing quite like this.
Mr. Younger. I think  tha t is t rue. I do not think anybody has 

ever proposed a corporation like this to be controlled by the Govern
ment. There is one other question.

On page 12—
th e  es ta bli sh m en t of re la y st a ti ons for  RCA —

in tha t paragraph No. 2, do you recall the date of that? You give 
the dates of some of the others, but on tha t particular  agreement 
with Tangier, you do not give the date. Was there any particular 
reason why you left the date  off?

Mr. McGhee. Just a moment, sir. There is no reason. We 
will get the date for you. We are informed it was 1946, sir.

Mr. Younger. I thou ght maybe there might have been some 
reason for leaving it out.

Mr. McGhee. No, sir; there was no reason. I assume the date 
just was not at hand when we drafted this.

Mr. Younger. On page 16—I am not sure about the—
ex is ting  U.S . law  which  pro h ib it s mo re  th an  20 per ce nt fo re ign ow ne rship in 
any U.S. co m m un icat io ns  co rp ora tion .

That is existing law?
Mr. McGhee . Yes, sir.
Mr. Younger. Is that  right?
Mr. McGhee. Yes, sir. I am told in the Communications Act— 

we will try to find the reference for you. Section 310 in the Com
munications Act, I am told.

Mr. Younger. Tha t is any corporation organized under the laws 
of the  United States; is that  true?

Mr. McGhee. Yes, sir. This applies to all corporations falling 
within the jurisdiction of the Communications Act, sir.

Mr. Younger. So th at -----
Mr. McGhee. We have the provision here, if you would like for 

me to read it.
Mr. Younger. No. I ju st want to make sure that it applies to all 

corporations. This might infer—if you say a U.S. communications 
corporation, it might infer that  it is a corporation in which the Gov
ernment might own a majori ty of the stock.

Mr. McGhee. No, sir. Tliis applies to all communications com
panies.

Mr. Younger. Yes. And it would apply to a private corporation 
organized-----
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Mr. McGhee. Yes, sir; a private communications corporation.
Mr. Younger. Organized for this purpose?
Mr. McGhee. Yes, sir.
Mr. Younger. I thin k that is all, Mr. Chairman.
Mr. McGhee. Mr. Chairman, would you consider it appropriate 

if I made my remarks that  I suggested earlier, since Mr. Younger has 
raised this question, and the  chairman is here?

Mr. Williams. Since the  chairman is here; yes.
Mr. McGhee. Mr. Chairman, as you recall, at our discussions of 

the responsibilities of the  State  Department and the President and 
the Federal Communications Commission, our discussion was perhaps 
not as explicit as it  might have been to bring out these relationships.

With respect to the actua l certification of carriers, both domestic 
and foreign, the statement made by Mr. Younger and tha t you made, 
since you are, of course, very familiar with this, was correct.

What we were speaking  to was the responsibility  for conducting 
negotiations for services and routes. Now we find th at this is, in fact, 
the responsibility of the  State Departmen t, and tha t the air agree
ments are signed by the  Secretary of State or by his designee.

With your permission, I would like to read two sta tements which I 
believe will clarify this, because, in a sense, I believe both of us were 
right this morning about what we were speaking of, but we were 
speaking of slightly different things.

If I might read first “The Departmen t of Sta te, Its Role in Int er
national Aviation Relat ions,” and this is a very short statement.

The  D ep art m ent of S ta te  in it s ca pac ity  as  th e  ag en cy  w ith in  th e ex ec utive 
bra nch  pr im ar ily re sp on sibl e fo r th e co ndu ct  of U.S . fo re ign re la tion s ha s be en  
tr ad it io nall y  l oo ke d to  fo r th e  ne go tiat io n of av ia tion  ag re em en ts . Thi s co nce pt 
is refle cted  in se ct ion 802  of  th e  Fe de ra l A vi at io n Ac t of 1958 wh ich  re ad s:

“ The  Se cr et ar y of S ta te  sh al l ad vi se  th e  adm in is tr a ti on , th e  Boa rd , th e  Se cre
ta ry  of Co mm erc e, an d co ns ul t with  th e  adm in is tr a ti on , Boa rd , or  Sec re ta ry , as  
ap pro pri at e,  co nc er ni ng  th e  ne go tiat io n of any ag re em en t w ith  fo re ign go ver n
m en ts  f or  t he est ab li sh m ent or de ve lo pm en t of ai r nav ig at io n, includ ing ai r ro u te s 
and  se rv ices .”

In  p ra ct ic e th e  D ep art m en t a dv ises  th e  B oa rd  of  im m in en t ai r t ra n sp o rt  n eg otia
ti ons  an d re que st s it s vi ew s and re co m m en da tion s on  th e  po si tio ns  t o  be  ta ken  by 
th e  U ni te d S ta te s in  th ese  ne go tiat io ns . The se  vie ws  ar e ca re fu lly  co ns id er ed  by 
th e  D ep ar tm en t,  and ex ce pt un de r un usu al  ci rc um st an ce s a re pre se nta tive of th e  
B oa rd  is a m em be r of th e  U.S . neg otiat in g de le ga tio n.  The  st ra te gy  of th e  
ne go tiat io n,  ho wev er , re m ai ns w ith  th e D ep art m ent.

The  ag re em en ts  th em se lv es  ar e no rm al ly  m ad e up  of tw o par ts . The  ba sic 
ag re em en t co nt ai ns th e  ge ne ra l pr in cipl es  unde r which  ai r tr an sp o rt  re la tion s will 
be  co nd uc te d be tw ee n th e  U ni ted S ta te s and  th e fo re ign co un try invo lv ed . An 
an ne x to  th is  ag re em en t spe cif ies  th e ro ute s ex ch an ge d be tw ee n th e tw o co untr ie s.  
No ai r ca rr ie rs  ar e nam ed in th e ag re em en ts . The  de sign at io n of ca rr ie rs  to  
op er at e th e ro ute s ex ch an ge d is up  to  th e  co untr y  of th e ir  nat io nal ity , an d ac tu a l 
op er at io n by  th a t ai rl in e m ay  be su bje ct  to  ce rt ai n pro ce du ra l fo rm al it ie s est ab 
lis he d by  th e  o th er  countr y .

The  Sec re ta ry  of S ta te  or  his  de sign at ed  re pre se n ta ti ve sig ns al l b il a te ra l a ir  
tr an sp o rt  ag re em en ts .

And this is a statement  on the “Civil Aeronautics Board, Its  Role 
in Internationa l Aviation Relations” :

Th e Civil  A er on au tics  Boa rd  ha s tw o fu nc tion s in in te rn ati onal av ia tion  re la 
tio ns . F ir st , th e  B oa rd  is requ ired  un de r se ct ions  401 an d 402 of th e  Fed er al  
Aviat io n Act of 1958 to  a ut ho rize  U.S . and fo re ign ai r ca rr ie rs  to  o per at e on  in te r
na tional  ro ut es  in vo lv in g a te rr it o ry  of th e U nite d S ta te s.  Se co nd , th e  B oar d 
is requ ired  unde r se ct io n 1102 in ex ercisin g an d pe rf or m in g its  po we rs an d du ti es 
un de r th e ac t to  do  so co ns is tent ly  w ith  an y obl ig at io n as su med  by  th e  U nit ed  
S ta te s in an y tr ea ty , co nv en tion , or  ag re em en t.
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Under sec tion 401 the Board issues certi ficates of pub lic convenience and  neces
sity  for U.S. carriers to  engage in foreign air transp ortation, i.e., to ope rate  
scheduled services on int ern ational routes.  Under section 402 the Board issues 
foreign air carrier perm its to  foreign a ir carriers  operating in  foreign air  tra nspo rta 
tion , i.e., on in tern ationa l routes involving the  ter ritory of th e United State s.

The role of the Preside nt in the issuance of certif icates  to U.S. carriers and 
foreign air carrier perm its to foreign carriers is spelled ou t in section 801 which 
sta tes  th at  the approval of the  Pres ident is required on any action affecting  a 
U.S. inte rnat iona l carr ier certif icate  or a foreign air car rier  perm it. The role of 
the  President in inte rna tional  avia tion  relat ions  is covered specifically under the  
ac t only in section 801 cover ing the  approval of certific ates and  foreign air car rier  
permits.

In a sense, the responsibility for the negotiation and the signing of 
the air agreement rests with the Secretary of State . The responsi
bility for the certification of domestic or  foreign carriers, pursuant to 
this agreement, is by the President, upon the recommendation of the  
CAB.

The C hairman. 1 think it is well to have tha t additional explana
tion, Mr. McGhee, which makes it very clear, as far as the sta tute 
itself is concerned, that  the President has the final responsibility to 
act—th at is, decisional authority—on the recommendation of the 
Board and with the State Department being adviser and consultant.

Mr. McGhee. Mr. Chairman, if I may—that is not quite, I 
believe, descriptive of the role of the State  Departmen t under its 
negotiating responsibilities, because the certification of carriers 
referred to is within the framework of the  air  agreement, which is the 
responsibility of the Secretary of State, and which he signs.

You are quite right  that the certification of the actual carrier who 
shall fly the route covered by the  agreement is done by the President.

The Chairman. Yes.
Well, I think the question was raised, Mr. McGhee, because there 

is some feeling—which I  happen to share—tha t in the pas t our Ameri
can international carriers have had the short end of these actions. 
And out of fear tha t that  has been true in the pas t—there might be 
some argument as to whether i t has been true, but I have the ieeling 
it has been true—I thin k the question has been raised here.

I also recognize that  we go back to tha t day when aviation was in 
its infancy, and the motivating thought behind the action of the 
Congress a t tha t time was—in view ot the fact tha t we were subsi
dizing certain services in the field of aviation that were determined to 
be in the best interes ts of the United States—that  the United States  
could require through  this procedure tha t service be given even to 
remote places in the United States. And I think  tha t was the moti 
vating thing originally.

But,  as time has gone on, there have been other questions raised in 
tha t connection. But  I  think it m ight be well to describe fu rther  the 
authority  and the responsibil ity in this field. Let me digress for ju st 
a minute.

All of us who knew him and served with him recognized tha t our 
late and beloved colleague, Carl Hinshaw, was quite knowledgeable 
as well as very active in this field. And he proved this during the 
civil air  policy hearings in the 84th Congress.

I think it might be, for the information of everyone, certainly ad
visable if we reminded ourselves what the Supreme Court has said 
with reference to the dual responsibility over commerce. And with-
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out reading the entire thing, I think one paragraph  will probably pin
point this responsibility. The Court said:

Congress may, of course, delegate  very large qua nti ties of its powers over 
foreign commerce to the  Pre sident .

That was in the Supreme Cour t decision in U.S. 294, and again in 
U.S. 371.

The Preside nt also possesses in his own right certain powers conferred  by the  
Const itu tion on him as Com man der  in Chief and as the  Na tion’s organ in  foreign 
affairs. For  present purposes, the order—
the one referred to then—
draws v ita lity from eith er or bo th sources. The legislative and  executive powers 
are pooled, obviously, to the  en d th at commercial, stra tegic , and  d iplomatic inter
ests  of the  country may be coordinated  and  advanced withou t collision or deadlock  
between agencies.

I think  the Court has well spoken on this subject.
Mr. Rogers?
Mr. Rogers of Florida. Thank you, Mr. Chairman.
Mr. McGhee, as I understand your testimony at present, negotia

tions are carried on by private companies tha t would carry on com
munications  between our Nation  and others?

Mr. McGhee. That is correct; yes, sir.
Mr. Rogers of Florida. What are the advantages now of having 

the State D epar tmen t come in and assume these responsibilities?
Mr. McGhee. Mr. Rogers, we feel that the problems which will 

be raised in connection with the introduction of this very drastic, 
very novel system, which introduced a whole new dimension in the 
field of communications, are  so great tha t the forms and the experience 
of the  past will not in all cases be applicable.

You create a system which will permit at one time, in theory, recep
tion all over the world of a signal t ransmitted by a satellite system.

You will have for example, nations for the first time having access 
to world communications, not only in telegraph, telephone, but  now 
television, which they have  never had before. They will have many 
interests as nations in this new system—one, perhaps to partic ipate  
in the  ownership of it. Certainly to partic ipate  in the  benefits from it.

And you will have problems created in immediately allocating 
frequencies and time and costs as between all these nations, which 
have never emerged in the case of the development of the  traditional 
means of communication.

Mr. Rogers of Florida. Does it vary  t ha t much from radio?
Mr. McGhee . Yes, sir; because radio lends itself to a multiplicity 

of systems. There are many radio broadcasting stations.
What we envisage here is not only the desirability, but, indeed, 

the necessity, of there being but one system, a world monopoly, 
because if there were others—one is quite capable of handling the 
traffic, according to the best available information, and if there were 
others—there would be competition as between frequencies and orbit s 
and services which would be very confusing.

Mr. Rogers of Florida. Do you antic ipate  tha t Russia and their  
bloc of nations are agreeable to having one system such as this, where 
it would be under our domination and initiation and control?

Mr. McGhee . We have no evidence that  they will accept this. 
But  this would be our hope; yes, sir.
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Mr. Rogers of Florida. If they do not, lias State gone into the 
possibility of whether it  can be effective or not, or could it be blocked 
out, janwned?

Mr. McGhee . Yes. A great deal of consideration has been given 
to this, Mr. Rogers.

It  is my understanding tha t the consistent jamming or utilization 
of a sophisticated commercial system by someone who is not author
ized to use it would be very difficult to do.

Mr. Rogers of Florida. So they cannot jam it?
Mr. McGhee . That is correct. This is my understanding, sir.
Mr. Rogers of Florida. Then why is it necessary for us to have 

just one system, if we can set up one and use our own signals to 
friendly nations, and perhaps they set up one and use theirs, and 
neither of us could jam the other? What is the necessity for the  one 
system?

Mr. McGhee . One, the cost is very great, so it would be desirable 
to share the cost, since one system, in theory, can provide all of the 
services t ha t are required.

But (2) there would be competition for very scarce channels of 
communication, the frequencies, which might result in inabili ty to 
reach firm agreements about the allocation of frequencies and overlap 
of frequencies.

It  is conceivable that there could be competition between orbits.
The Russians would unquestionably go out and seek to connect into 

their service all the countries tha t they wanted to, so we would be 
competing with each other among the countries of the world—com
peting for who might subscribe to our service.

Mr. Rogers of Florida. Do you anticipate our system would be in 
effect before the Russians might be able to institute a similar system?

Mr. McGhee. The Russians have not, up to this point, produced 
an actual communications satellite, to our knowledge. They appear 
to have all of the necessary technology to do so, however, so tha t it 
would appear to be within their capability.

But they have, so far, focused their efforts on exploration in space, 
rather than in the communications satellites. I would say the best 
evidence available is tha t we would be able to put one up first. If 
course, we have experimental ones already up.

Mr. Rogers of Florida. Well, then, the main objective for S tate  to 
come in would be to carry on negotia tions with Russia and their bloc 
of nations?

Mr. McGhee . That would be one objective, yes, sir; but other 
objectives would be  to carry on negotia tions with all of the countries 
who might wish to partic ipate  in this system, or whom we might wish 
to persuade to partic ipate.

Mr. Rogers of Florida. You do not feel this could be done by  the  
company itself?

Mr. McGhee . When you come to the point of negotiating the 
actual technical and commercial aspects of the  program, yes, because 
the Department would not have enough people or the expertise to do 
this.

But, say, the initial negotiation with anoth er government is going 
to involve so m any broad considerations, about participation in own
ership, what ground station they will utilize, what frequencies they  
will operate on, whether they get television, all the many aspects of
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the problem, and matters involving the foreign policy interests, be
cause we may have a very strong interest in working one of these 
countries into the network.

We feel t ha t this involves so many new factors and so many factors 
involving our foreign re lations and factors involving multiplicities of 
nations, groups of nations, that  only the Departmen t itself could 
make the initial overall agreements.

Mr. Rogers of Florida. Of course, it is quite possible, is it not, 
that many of these nations will not want to  come in on an ownership 
basis?

They might want to just  perhaps pay a rental, or some method of 
averaging the use of the system, rathe r than  an ownership.

Mr. McGhee . Tha t is correct.
This may well be the case.
Mr. R ogers of Flor ida. Now, the present operations of tha t nature, 

where we have communications between our Nation and other nations, 
are presently negotiated by the company; are they not?

Mr. McGhee . Tha t is correct.
Mr. R ogers of Florida. And I just question why it will be so 

different—you may say Russia, and so forth, we may have to get into 
it there on a national policy, but where there are friendly nations, and 
countries with whom we wish to communicate, I question why State 
would have to get into th at  sort of situat ion, where we have been 
able to do this without Sta te negotiating over these many numbers 
of years with telephone and with radio.

Mr. McGhee. Yes, sir.
Well, my preceding remarks were directed to that subject. You 

might say that  the existing forms are relatively stra ightforward. They 
involve one country  at a time, basically point to point, or two or 
three, and with well-known, established methods, whereas this pro
posal involves all the nations of the world in theory, and quite novel 
methods.

Mr. Rogers of F lorida. Now, you do not antic ipate  really all of 
the nations of the world coming in and joining this anywhere in the 
immediate  future;  do you?

Mr. McGhee. Oh, no, sir; not immediately.
But the advantages of this system, apparently, if things work out  as 

those engaged in the research seem to think, the advantages of this 
would be so great tha t, in all probability, most of the nations in the 
world will want to use this system.

Mr. Rogers of F lorida. Will it  not be necessary for most of these 
nations to have an interna l communications system before they 
would want to come into a system like this?

Mr. McGhee. Yes, sir; but this might be very elementary in the 
case of some countries that might want to come in—for instance, an 
undeveloped country with communications systems only in its national 
capital, so its government and the people living in the national capita l 
could tie in with the internat ional net.

Mr. Rogers of Florida. But this could be done through the com
pany, without State?

Mr. McGhee. Well, the hypothet ical situation I was discussing 
here earlier—take the example where there are three or four countries 
adjacent to each o ther. They do not individua lly justify building a 
ground station , which may be too expensive. But  they just ify a
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ground station to serve the group of nat ions, which they can then tie 
on with ground nets.

Some negotiation has to occur between these countries and ours as 
to where the ground station is to be located. And this is hardly a 
ma tter  where a company could successfully carry on this negotiation.

This means a meeting involving all of these governments and our 
Government, and some agreement among them tha t country X will 
be given the ground station , or will be allowed to build a ground 
station, which then will be utilized by the others.

Mr. Rogers of Florida. You will not be concerned so much with 
commercial considerations there as you would with where you wanted 
to locate the ground station?

Mr. McGhee . That is correct—establishing the basic relat ionship 
between the new country  and the international net, because when it 
comes to the detailed negotiations, these are beyond the competence 
of the Department and beyond our interests. We would merely be 
inhibiting and blocking this company in carrying out its functions if 
we insisted on negotiat ing every agreement as to rates and frequencies 
and all the commercial factors.

Mr. Rogers of Florida. Let me ask you this:
Suppose for a foreign policy objective, which a company might not 

consider as much—they would consider whether it is going to be a 
paying situation, where they locate a ground—but  the State Dep art
ment might not be so much concerned about whether it is going to 
be a paying consideration, but, rather,  whether it is located in the 
country that  is most friendly to your views a t the time, perhaps?

Mr. McGhee . Yes, sir.
Mr. Rogers of Florida. And so you ask them to locate the ground 

station in a country  which is not commercially feasible. Who pays 
for that?

Mr. McGhee . This was a ma tter  discussed earlier this morning
There is a provision in the act which, when the State Departmen t 

feels tha t there is a count ry—not in the way you have raised it— 
you have raised i t in a very useful way, and it is a good extension of 
the discussion we had this morning. But assume there is a country 
which we feel it is to our advantage  to tie in with, so we can broadcast 
there and establish communications.

Under the act we recommend to the FCC that  this be done, and 
they then decide whether or not it is feasible and, in so doing, will 
make appropriate adjustments in the rate struc ture elsewhere, so 
that this will be possible.

Mr. Rogers of Florida.  So we could actua lly run the cost up to 
such an extent tha t it could be very definitely uneconomical to run 
this company, if we had too many political considerations brough t i t, 
rath er than the commercial considerations?

Mr. McGhee . Tha t is correct.
T would hope t ha t the Departmen t, itself, would use some restraint 

in this regard.
But, also, then the FCC is the body which would decide. And 

this, of course, is a provision in m any laws involving common carriers, 
including, as I unders tand it, our domestic laws affecting communica
tions and transport.

Mr. Rogers of Florida. Have you any estimate of what your 
first-off plans or approach in the location of this system throughout  
the world would be?
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Mr. M cG hee . Sir, I kno w of no be tte r es tim ate  th an  th a t made 
by  the ad  hoc com mittee, based  on al te rnat ive assum ptions, bu t 
which, as I reca ll, would aggregate  $150 million, under c er ta in  as sum p
tion s.

Mr . R ogers of F lor ida . And how  m any countr ies  would th at cover?
Mr. M cG hee . Thi s, to  m y k nowledg e, did no t involve an y ass um p

tio ns  as to  th e receiving coun tries.  Thi s wou ld be the  es tab lishm ent 
of th e sa tel lite syste m itse lf. And I assu me the nec essary  gro und 
stat ions  in th is country .

I would  jud ge— I am  no t too  clea r—t hat the ac tual  cos ts abroa d 
wou ld be exp ecte d to  be borne  by  the governm ent en tit ies  whi ch run 
comm unica tion facilities ab road , and  would not, by  an d large, hav e 
to  be pro vid ed for by  th e Co rporati on .

M ay  I quote  from  th e ad  hoc  rep ort here . I apologize, I did  not 
have th is  in min d at  the tim e.

The practical first phases for satellite operations would include at least four 
ground stat ions in Europe, one in South America, one in Australia, one in Hawaii, 
and two in the continenta l United States.

Now , t he  qu est ion  is:  W as  th e cost  of these g round s ta tio ns  inc luded 
in th e $150 million?

Mr. N esbit t. N o; it  was not .
Mr. R ogers of Flor ida. Ho w ma ny  i n Africa?
Mr. N esbit t. Th ere  w ere  none.
Mr. M cGhee . Th ere  wer e none  in th e firs t phases in Africa.
Mr. R ogers of Flor ida. I  was thi nk ing of a pro jec tion. Maybe  

no t the first  ins tal lat ion , but where  y ou have  indic ate d th at  we m igh t 
even provide aid  for  in tern al  com mu nicatio n syste ms  as well as aid  
for  the ground  sys tem s, if thes e new eme rging na tio ns  wa nt to tie  in 
wi th the  system.

And  I wondered wha t the  Dep ar tm en t of St ate,  in giving this 
tes tim ony, had th ou gh t of as a m at te r of cost.

Mr. Collier. Would the  gen tleman yield a t th at point?
We are  doing th a t alr eady  in technica l ass istance  aid.
Mr. R ogers o f Flor ida. Yes.
Mr. M cG hee . T hat is correct.
Of course, there  would  be the new element of the gro und  sta tio n,  

which we h ave no t done  up to thi s po int . But , inso far  as it  involves 
in ter na l net s, thi s ha s been finan ced.

Mr . R ogers  of Flori da . Ap pro xim ate ly the cos t for these?
Mr. M cG hee . M r. Rogers, no one has  thou gh t through thi s far.  

Th is is r eally why we need  to cre ate  th is Co rporati on , so it can, itse lf, 
dir ec t itse lf to the se prac tic al quest ion s th at  will arise.

Mr . R ogers  of Flo rid a. And , ye t, you  th in k we should give  the 
au th or ity  to go in an d spend these fun ds befo re we know the ex tent  
of them, or the am ou nt  th at  they  would be, and the  r esp onsib ilit y?

Mr . M cG hee . I t  may  well be th at these fore ign expenditu res  can , 
by  and  large, be done by  t he  c ountr ies  concerne d. We kno w now, for  
exam ple, th at Fr an ce , Engla nd , an d Ge rm an y are  alr eady  build ing  
gro und sta tio ns  wi th their  own funds.

M an y co un tri es  in the  wor ld—J ap an  is in tereste d;  she can bu ild  
them .

Mr. R ogers of  F lor ida . Yes.
Well,  I wo ndere d if we ha d an y dif fer ent pla ns  to kno w how man y 

hav e, how m an y have  no t, how m an y ha ve  ask ed us or  not .
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Mr. McGhee . No, sir; there are no plans.
Mr. Rogers of Florida. Can we get tha t information before we 

pass this legislation?
Surely, your experts have thought ahead to know what countries 

they anticipate  they will want to tie in, or which ones they will not.
Mr. McGhee . We know now the ones tha t are interested, and the 

ones which are already building ground stations.
Mr. Rogers of Florida.  Yes, and those who will need funds, and 

those who will not.
Congressman Collier says tha t we are al ready doing a great deal of 

this. Maybe we could have a report on the extent of what we are 
doing. I think it would help the committee. I personally would 
like to know what we will be called upon to do before we get into a 
worldwide system of providing communications.

Mr. McGhee . Surely.
And you are referring now not jus t to the expenditures of the 

Corporation, but  the expenditures of the AID agency helping o ther  
countries?

Mr. Rogers of Florida. Yes, I think tha t would be helpful, because 
whether we take it out of the  right pocket or the left pocket, I do not 
think much matters .

Mr. McGhee . Surely.
Mr. Rogers, we will examine this question, and see if there is any

thing we can conclude in this. It may be tha t there is just not suffi
cient evidence to do anything  very definitive. We will do the best 
we can.

Mr. Rogers of Florida. I think it would be helpful. I would hate  
to pass legislation that we do no t know what we could do with.

(The information requested follows:)
Nations which have indicated  an interest  in establishing communications by 

satellite are the British Commonwealth of Nations, Brazil, France, Germany, 
Italy , Japan, and the U.S.S.R.

England, France, and Germany are presently constructing experimental ground 
stations. The I.T. & T. is also constructing a mobile ground station which will 
be located in Brazil. The ground stations located in the aforementioned countries 
will be utilized in tests later this year.

It  is anticipated that some of the member countries of the British Common
wealth will need financial assistance if they own and operate their own ground 
stations, but as yet it is no t certain which of these countries will wish to partici 
pate  in the communication satellite system. Such a determination may be made 
at  a meeting to be held in London commencing March 27, 1962, to discuss this 
subject.

Mr. Rogers of Florida. Thank you, Mr. Chairman.
The Chairman. Mr. Collier?
Mr. Collier. Mr. McGhee, since the Internatio nal Telecommuni

cations Union will undoubtedly play a major role in this program, if 
it is adopted, would you describe for the committee the present com
position, the composition of the present directorship of the ITU?

Mr. McGhee. The ITU consists of 115 countries. Of course, as 
you know, it is a very old organization. It  was created in the 19th 
century.  I am afraid the details as to the names of the  individuals 
who are the Directors-----

Mr. Collier. Tell me this-----
Mr. McGhee . I can produce it for you, but I do not have it with me.
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Mr. Collier. What are the major nations presently represented 
by the directorship personnel, presently, of the ITU? First, who is 
the Director?

Mr. McGhee . Mr. Gerald C. Gross, who is an American, is the 
Secretary-General.

Now, there is an A dminist rative Council, which advises^Mr. Gross.
Do we know the composition of the Council?
May I furnish this information to your committee, the composition 

of the  Administra tive Council?
Mr. Collier. If you will, this will suffice.
(The information requested follows:)

C o m po si tio n  o f  t h e  A d m in is t r a t iv e  C o u n c il  of t h e  I n ter n a tio n a l  
T elec o m m u n ic a tio n  U n io n

Region A (the Americas), six seats: 
Brazil, 82 
Mexico, 76 
Argentina, 74
United States of America, 69 
Canada, 51 
Colombia, 41

Region B (Western Europe), six seats: 
France, 74 
Ita ly,  73 
Switzerland,  65 
Germany, 62 
United Kingdom, 52 
Spain, 48

Region C (Eastern  Europe), three seats: 
Yugoslavia, 76 
U.S.S.R., 68 
Czechoslovakia, 66

Region D (Africa), four seats:
Uni ted Arab Republic, 57 
Morocco, 56
Ethiopia , 51 
Tunis ia, 49

Region E (Asia and  Austra lasia) six 
seats:

Jap an,  73 
India, 62 
China,  49 
Iran, 49 
Australia, 49
Philipp ines, 47 )£

Mr. Collier. Now, presently the ITU , of course, actually  admin
isters the technical assistance phases—that is, the communications 
portion of the technical assistance program—does it  not?

Mr. McGhee . Sir, the ITU does no t actual ly conduct operations. 
It  is concerned with the allocation of frequencies and technical-----

Mr. Collier. And counsel and advice on the contracts for domestic 
communications systems all over the world, if such a system is estab
lished through the technical assistance program; is this correct or not?

Mr. McGhee . It  gives advice, yes, sir. But it does no t actually 
conduct operations.

Mr. Collier. It  provides contracts for engineering surveys on 
communications systems?

Mr. McGhee . Mr.  Collier, we know of no example where it does 
more than give advice or technical assistance. We will invest igate 
this matter, and will furth er inform the committee. (There are none.) 
But  the essence of the ITU is tha t it does not conduct operations. 
And we, as they, do not consider it an appropriate  group to conduct 
operations.

Mr. Collier. I did not make a statement. I asked it as a ques
tion. The answer is to urge they do not  ge t into such operations.

Is it not true th at  presently the facilities for domestic communica
tions in many nations are so inadequate that it would take—it would 
cost several billions of dollars to bring them up to a par of what the 
facilities were in this country 25 to 30 years ago?
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Mr. McGhee . I am sure this would be the case; yes, sir.
Mr. Collier. Now, if tha t is true, it seems quite apparent tha t 

this problem of financing, which I think you referred to in your 
statement as being a tremendously high capital  investment , is going to 
most certainly be a factor in the progress of the global comminications 
program.

Mr. McGhee. Yes, sir. I think we should distinguish between two 
aspects of this program.

With the existing communications facilities in the world, local 
ground facilities, there would be quite adequa te utilization of the 
satellite system. In other words, you would be justified in creating 
the satellite system just  with the erection of the necessary ground 
stations, and without  extending the existing ground net.

Mr. Collier. I understand that . Before it could become broadly 
effective, it would require an investment  of billions of dollars around 
the world, would it not?

Mr. McGhee. Well, apart  from the creation of the system, itself, 
and the ground stations, and, as T just  indicated, the ad hoc commit
tee indicated 10 initial ground stations—apar t from this, the system 
would be justified, and would be effective, even if there were no fur
ther extension of existing ground facilities.

Mr. Collier. I certainly am not questioning the justification of 
it. I am just trying to get this in long-range perspective to determine 
what is involved before a global system of th is type would be broad 
enough to reach a given number of people around the world.

This being the  case—incidentally, may I ask this:
Aside from the moneys tha t are available to develop communica

tions systems through the technical assistance program, under the 
United Nations, what  other  international finance organizations are 
available to provide loans and financing for communications systems?

Mr. McGhee. The Export-Import Bank, of course, would be eli
gible, if the materials came from this country. I see no reason why 
the International Bank could not finance such operations, and, of 
course, many of these could have easily been financed privately.

It  is not necessary tha t all this be financed by governments. In 
deed, I would think  tha t today a small percentage is financed by 
governments.

Mr. Collier. I would hope tha t would be the case.
Now, is it n ot true tha t in the field of domestic communications a t 

the present time we are, in fact, through the foreign-aid program, if 
I may refer to it as tha t, providing funds for construction of communi
cations facilities in certain countries?

Mr. McGhee. Yes; to my knowledge this is one under AID.
Mr. Collier. So tha t, in addition to the technical assistance pro

gram, there is also American dollars going directly to the development 
of the program—there is available funds for borrowing through the 
World Bank, and so on. So there are many areas tha t a nation can 
move into to get financing.

Presently, the United State s now actually finances about 60 percen t 
or better , either directly or indirectly, the communications develop
ment in more than 40 nations, including Latin  America.

Is this a correct statement?
Mr. McGhee . I cannot verify that statement, sir. I accept it. 

If you would like for us to, we will a ttem pt to confirm it.
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Mr. Collier. All right.
(The information requested follows:)
The  cumulative tota l for AID and predecessor agency obligat ions for foreign 

telecommunications for fiscal yea r 1955 through fiscal year 1961 is $94 million. 
The  breakdown for fiscal y ear  1961 follows:

Development Loa n Fund

C ountry Pu rpose Am ou nt

Isr ae l _________________________________________________ Te lep hone  d ev elop men t____
Te leco mmun icat ions ______

$6,000,000
2,500 ,000
1,300,000
1,000,000

U ni te d Ar ab  R ep u b li c __________________________________
U A R  ‘ ............................................................................. ........ do .........................................
Par ag ua y __________________________________________ ........ do .........................................

Su bt ot al  ________________________________________ 10,800,000

Int ern ati onal Cooperation Ad minis tra tion

C ountry Pu rpose Am ou nt

Rep ub lic  of China ______________________________________ Te lec om mu nica tio ns  exp an
sion.

____ do ____________________

$150,000

18,000
56,000
16,000

264,000
421,000

93,000

K ore a..  _______________________________________________
Vietna m ___________________________________________ ____do ____________________
Ir an  _________________________________________________ ____ do .........................................
N e p al. . _______________________________________________ ____do ___________________ _
Uni ted Ar ab  Rep ub lic ___________________________________ Te lec om mu nica tio ns  trai n

ing  cen ter .
Te leco mmun icat ions _______L ib ya _________________________________________________

Su bt ot al__________________________________________ 1,018,000

Tot al _____________________________________________ 11,818,000

Mr. Collier. Is it not true tha t at the present time the toll 
network in Latin  America, in Africa, is bogged down because of the 
need of funds?

Mr. McGhee . I am sure this is the case in Latin America.
Mr. Collier. And until some of these domestic communications 

systems are established, the progress of a global communications 
system is n atur ally  going to have to wait.

Mr. McGhee . Xo, sir.
I think these could be considered as quite separate affaire. The 

existing communications facilities in the world justify the creation of 
the satellite system.

Mr. Collier. I agree. But jus t the land stations are not going 
to be sufficient if what the people who are experts in this field tell 
me—you are going to have to have landing stations; you are going 
to have to have distribution of switch center s tations tha t have to be 
created.

And these involve tremendous costs which are not embraced in tha t 
$145 million figure that  the ad hoc committee comes up with.

Mr. McGhe e. Yes, sir.
But the ground stations, which is the principal thing required, 

themselves, I am told, cost between $1 million and $5 million apiece.
And there are 10 envisaged in the first phases of the ad hoc report. 

There are some figures given in the ad hoc report which are relevant 
here, if you do not mind.

Mr. Collier. All right.
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Mr. M cGhee . Under  two assum ptions—for the  medium al tit ud e 
sat ell ite s, including trac king  sta tio ns , th at the am ou nt  required for 
gro und sta tio ns  in the Un ite d St ates  and  Hawaii would  be $26.5 
mil lion  to $34 million  ; and ot he r coun trie s, $45.5 million to $63 mill ion.

Un der the assum ption th a t the sat ell ite  is a high al tit ud e satell ite , 
th is am ou nt  is grea tly  red uced  to $7.5 million  to $9 million for the 
Un ite d State s and  Haw aii ; $7.5 mill ion to $21 mill ion for ot he r 
cou ntr ies .

These , of course , are  re la tiv ely small sum s in com par ison  with the  
cre ation  of the sa tel lite  sys tem  itsel f, and with the exi stin g inv est me nt 
in gro und com municatio ns.

Mr. Collie r. Wh ich  d o no t include, I am sure , the necessary  com
plem en tary  equ ipm ent, ele ctronic equip me nt,  and  th a t sor t of thing , 
th a t will be absolute ly essent ial  t o the  use of thi s;  is th a t right?

Mr. M cGhe e. Technic ally, I do n’t know. This was  the  cost of the  
gro und sta tio n. I wou ld assu me th at  it  incl ude d the equ ipm ent 
req ui red to link the gro und sta tio n wi th the exi stin g gro und  sys tem s.

Mr. Collie r. So the n wh at we are  tal king  ab ou t her e is the  cost  
th a t involve s re ally n othing  b ut a skeleton to est ablish a sys tem which 
is—w ell, is a skeleton , in fac t, is th at  right?

M r. M cGhee . Well , all of th e im po rta nt  citie s of the world  have 
th ei r com municatio ns sys tem s. The se are  the mos t im po rta nt  ele
men ts of the  ne w system. Th ey  do not go back into the hin ter lan d in 
ev ery case.

B ut  thi s is no t so im po rtan t as ty ing in wi th th e capit al,  and  the 
im po rtan t commercial  citi es.

M r. Collie r. I un de rs tand  this. And  I un de rs tand  the jou rne y 
of a thou sand  miles st ar ts  wi th one step.

W ha t I am try ing to es tab lish is th at  I ga ther  th a t ma ny  folks are  
un de r the impression th a t we can  get  thi s show on th e road, which 
we probably can, at  a mi nim um  cost, bu t we might just as well rea l
ize, sir,  th at  the  cost  of th is  th ing is going to run in to several  billion 
dolla rs by  t he  t ime it becomes an effect ive sys tem  th a t will reach into 
an y given numb er of na tio ns , pa rti cu larly  tho se who obv iously are  
not in a position  to financ e the equ ipm ent  and the facil ities  th at  are  
going to  be necessa ry to pa rti cipa te  in a glob al pro gra m.

Now , I wa nt to  ask  one  thi ng .
Ab out a y ear ago I comm unica ted  wi th  t he  S ta te  Dep ar tm en t rel a

tiv e to  survey s ma de for a com mu nications sys tem  in Ho ndura s. At 
th at  tim e I was adv ised th at  one  of the reason s why more American 
experts  from this co un try  did  no t pa rt ic ipate in man y of these pro
gra ms  is beca use of the cos ts involve d; th at  is, th ei r fees and  the ir 
req uir em ents were hig her  th an  some  of the foreign cou ntr ies .

Sub seq uen tly , th e co nt ract  involved here went to  a Ger man firm.
Wo uld  it be pra ctica l, do you  th ink , in es tab lishin g thi s sys tem , to 

provide  th at  when a borrowing  co un try  es tab lishin g a com munica
tio ns  sys tem  or some pa rt  the reo f, th at  is unable to  provide its  own 
tec hn icians from its  own co un try , be req uir ed to use  American firms 
or  A merica n engineers in th ei r dev elopment?

Mr. M cGhee . Mr . Col lier,  as you  are  aware, bec aus e of our  un 
fav orab le doll ar bal anc e it is the policy of our aid pro gra m to require 
expend itu res ------

Mr. C ollier. Our en try int o the  Com mon M ar ke t will cure  the  
un fav orab le dol lar bal anc e.
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Mr. McGhee. We very much hope so; yes, sir. But at the moment, 
these purchases are restric ted to the United States, with very few 
exceptions.

Mr. Collier. So this would be a feasible program, then, if we went 
into this development on a broad  scale abroad, where our technicians 
and experts in this field could provide the engineering surveys and 
services necessary to set up these programs?

Mr. M cGhee. Excuse me. Your question was is it feasible?
Mr. Collier. It  would be feasible to expect this reciprocal con

sideration if, in fact, we were loaning the money to some of these 
countries?

Mr. McGhee. Yes. Of course, the borrowing country has no real 
alternative—if the Export-Im port  Bank or the AID furnishes the 
funds, the expenditure has to be made here. But, of course, it would 
be our expectation tha t a grea t deal of these foreign systems would 
be priva tely financed, which is the present case, in which case there 
will be no demand on public funds.

And taking up the line you were developing earlier, sir, these local 
communications neither are, by and large, justified in themselves, 
apa rt from their relation to the global network. I do not believe they 
should necessarily he considerd a charge against the global network, 
since tha t is a decision th at can or cannot be made, depending on the 
availab ility of funds, apart from the decision to make the global 
network.

Mr. Collier. Would it be a case of robbing Peter to pay Paul?
In other words, there is a limited amount of money available for 

communications research, I presume, with all the other  means tha t 
exist, and, therefore, in developing this program, would it mean 
sacrificing part of those funds tha t are presently  being used to develop 
the very sadly needed communications systems in Latin America, for 
example?

Mr. McGhee . Insofar as it came from priva te sources, of course 
not, because it would not be in competition with anyth ing except the 
general availability of domestic funds, or funds from European 
countries, who are invest ing on a very large scale in communications 
services abroad. Insofa r as it came from limited aid funds, yes. I 
do not believe the availab ility of funds is necessarily the limiting 
factor in the case of the  Export -Impor t Bank. So it may not be 
competitive with these other needs insofar as those funds are con
cerned.

Mr. Collier. I have just one other point I would like to get an 
answer on. Since here with our own domestic communications sys
tem, as you know, we have had one dispute after  another over fre
quency allocations and programing, and associated problems, should 
we not anticipate th at  there are going to be international disputes 
of the  same nature  over frequency allocations and so on?

Mr. McGhee. The ITU has already allocated a band for experi
mental purposes in this field.

The expectation is there would be adequate channels. There is no 
question, if you get competing world satellite systems, that the com
petition for frequencies would be very great, and there might not be 
enough to go around.

Mr. Collier. Do you then envision tha t the ITU would become 
the equivalent in th is program of the ECC in our domestic communi
cations field?
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Mr. McGhee . No, sir; i t does not have any autho rity  going beyond 
the allocation of frequencies. And this  is a function tha t it lias been 
fulfilling for very many years.

Mr. Collier. Who then would settle a dispute that  might arise 
over the allocation of a given frequency?

Mr. McGhee . If the ITU  cannot settle it?
Mr. Collier. No. We now have a dispute. Who moves in to 

settle this dispute between two nations over a frequency?
Mr. McGhee. Well, assuming tha t they will not accept the judg

ment of the ITU, I assume it jus t has to be settled by negotiation 
between the two countries. I am informed t ha t the ITU  settles it on 
the basis of prior ity of registra tion and usage. But  if, for example, 
the two countries refused to accept the judgm ent of the ITU , I assume 
there is no other suitable forum. It  would just have to be worked 
out bilaterally between the countries concerned.

Mr. Collier. WIio would sett le a dispute over some phases of the 
use of this system tha t m ight develop between two countries?

Mr. McGhee. If the ITU could not make itself effective, i t would 
have to be settled by internationa l negotiation, which means the 
Depa rtment itself would have to represent the Corporation in a ttem pt
ing to work this out.

Mr. Collier. But the ma tter undoubtedly, of course, would go 
to the ITU  first, just  as it would to the FCC, if i t were a domestic 
matter?

Mr. McGhee. Yes, sir. I am informed th at the rulings of the ITU  
have been accepted; tha t there is very l ittle encroachment upon fre
quencies. And this has not, up to this point, been a major problem.

Mr. Collier. But, as you said, sir, we are moving into  a new field 
which is going to compound the number of problems.

Mr. McGhee. That is correct. A lot of these frequencies which 
were only used locally are going to be used globally.

Mr. Collier. So then there would be some possibility, let us say, 
tha t the ITU, or some other similar international body, would have to 
assume the role of regulation,  such as the FCC has in our domestic 
communications system?

Mr. McGhee. With respect to frequencies. Of course, the FCC 
has many other regulatory powers which i t is n ot envisaged would be 
made a responsibility of the ITU.  In fact, the ITU  does not wish 
to get in to these matters.

Mr. C ollier. I am sure they  do not. I know many times the FCC 
does not want to get into them, but  they do so.

Thank you very much.
The Chairman. Mr. Kornegay?
Mr. Kornegay. Thank you, Mr. Chairman.
Mr. McGhee, as I unde rstand it, you are here today testifying on 

behalf of 10115—in other words, tha t is the bill tha t th e Sta te D epar t
ment prefers over the others that have been introduced  in connection 
with this legislation?

Mr. McGhee. Tha t is correct.
Mr. K ornegay. Now, the provision of the bill t ha t we are talking 

about , 10115, relative to the authority  of the Sta te Department, 
contained in section 402—is tha t correct?

Mr. McGhee. Tha t is right .
Mr. Kornegay. It defines the duties and responsibilities of the 

Dep artm ent of State?
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Mr. McGhee. Yes, sir.
Mr. Kornegay. I believe that is the only reference in the bill to 

the State Department.
Mr. McGhee. No, sir; there  is an earlier reference referred to, 

where we recommended the  creation of service to a country where 
it has no t been considered economic to do so. Then the FCC decides.

Mr. Kornegay. Where is tha t, sir?
Mr. McGhee. 201(c)(3)—page 9. Right  a t the las t line—24.
Mr. Kornegay. Th at may answer my question. Under section 

402, as I would inte rpre t it, the State Departm ent does no t take the 
initia tive in any of the  negotiations; is th at  correct?

Mr. McGhee. No, sir. I think the initia tive for a negotiation 
could come from either th e Corporation or the Departmen t.

I would expect normally  the Corporation would see the necessity 
for having an agreement.

Mr. Kornegay. 402 would not come from the Department, would 
it?

Mr. McGhee. Under section 201 (a)5, the President has authority 
to insure tha t timely arrangem ents are made for foreign participation 
in the establishment and use in a communications satellite system, 
and for the determination of the most constructive role of the United 
Nations. These are matters in which the President will undoubtedly 
look to the Secretary of State to exercise his responsibility. But I 
think  you are correct, sir, tha t normally the necessity for an agree
men t would derive from some plan of the Corporation.

Mr. Kornegay. In other words, as I see it, the Corporation would 
initia te the movement toward an agreement?

Mr. McGhee. Yes, sir.
Mr. Kornegay. Internat iona l agreements.
But this act would preven t them from entering into an agreement 

without prior notif ication to the State  Department?
Mr. McGhee. Th at is correct.
Mr. Kornegay. And would prevent the carr iers or the Corporation 

from entering into an agreement without the approval  of the Dep art
ment  of State?

Mr. McGhee . Th at is correct.
Mr. Kornegay. Bu t you interpret the other provisions, under 201, 

to give the State Departm ent the authority,  either initially or by 
virtue of the President ’s au thority, to initia te agreements?

Mr. McGhee. Yes, sir, it is more an obligation than an authority , 
to initiate actions which we perceive as being in the foreign policy 
interest.

Mr. Kornegay. Now, what is going to happen when—and this 
may have been al ready touched on to some extent—what will happen 
if, in the opinion of the Department of State, some country should 
have a ground stat ion;  there should be a cont ract with them; and, 
yet, it would be economically unfeasible for the Corporation to enter 
into it?

Do you have any ideas on tha t type of situation?
Mr. McGhee. Well, under the earlier provisions tha t were men

tioned here, if the Department felt this to be the case -ythat the 
foreign policy objective  was sufficiently strong tha t the facilities should 
be supplied, even though it were not, say, economically justified—

82059—62—p t. •10
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that we would make a recommendation to the FCC to this effect, 
and the FCC would have the authority .

And, presumably, since the ra tes which they set for the Corporation 
are calculated to enable it to make a profit, they would adjust the 
rates in some other respect, so tha t this uneconomic operation could 
be financed.

This is, as I unders tand it, quite parallel with the existing domestic 
and other provisions.

Mr. Kornegay. Now, once these international agreements have 
been negotiated, by and with the approval of the  Sta te Department, 
is it  your feeling tha t the responsibilities of the Sta te Departmen t 
cease to exist in connection with them?

Mr. McGhee. Of course, I am sure tha t there will be a continuing 
need to negotiate new agreements and to renegotiate old agreements.

Mr. Kornegay. 1 understand that . But I am speaking now about 
agreements, once they are put into effect.

Mr. McGhee. Yes, sir, the operations will be conducted by the 
Corporation.

Mr. Kornegay. In other words, th e State  Dep artm ent’s responsi
bilities will end until such time as a new agreement needs to be 
negotiated, or an old one renegotiated?

Mr. McGhee. Tha t is correct—or an interna tional  problem arises 
which impinges on the work of the Corporation.

Mr. Kornegay. You do not anticipate the Sta te Department 
would take the position that  they should have any say-so, control, 
over programing, who uses the facility, the rentals, anti tha t sort of 
thing?

Mr. McGhee. No, sir.
Mr. Kornegay. It  would be entire ly up to  the Corporation?
Mr. McGhee. Yes, sir.
Mr. Kornegay. Now-----
Mr. McGhee. And the  FCC, which is the regulatory body re

sponsible for rates and technical matters.
Mr. Kornegay. Yes, I understand.
Now, if, by some chance, the U.S.S.R. should put  up its own de

velopment, put up its own system, before we get ours up, what would 
the State  Department’s position be with reference to  subscribing to  
their  system?

Mr. McGhee. This seems unlikely. I am not sure this has 
actual ly been considered. But I would assume that we would go 
ahead with ours.

Mr. Kornegay. In other words, there is tha t remote possibility 
that  there could be two systems?

Mr. McGhee. This is a subject which has been proposed as a matter  
of cooperation between the U.S.S.R. and the United States in the 
response that the President made to Mr. Khrushchev’s proposal.

Mr. Kornegay. I believe there was some testimony last year 
during the hearings that  the life of one of these satellites would be 
approximately  5 years, is that  right?

Mr. McGhee. Sir, they hope to get into this, but this is not there 
yet.

Mr. Kornegay. My point is, is there any later data  on the life of 
the satellite?
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Mr. McGhee . The experiments this year are very critical. But, 
as I understand it, we do not have that  life yet. And, of course, the 
assurance of a longer life is very important from the standpoint of 
making this an economic operation.

Mr. Kornegay. How many satellites would it  be necessary to put 
into orbit in order to have a full system?

T realize that  probably has a bearing on the height of the satellite.
Mr. McGhee . The estimates vary. For the low systems it varies 

between 40 and 70; and for the high system, 3. O. course, there is a 
great deal of difference in the ground stations , too They are much 
cheaper under the high system.

Mr. Kornegay. 1 understand that  you testified tha t the ground 
stations for high sate llites are much less expensive than for low.

Mr. McGhee. Yes, sir.
Mr. K ornegay. The number of satellites would be much less. 

Why is there any question about whether we should have the low or 
the high system, in view of those facts?

Mr. McGhee. As I understand, the high system is so much more 
desirable for a varie ty of reasons tha t there is no question, if this is 
achievable, that  this is the  best system.

You do not have to have the tracking systems below, and you 
can get world coverage.

The low system, as I understand it, provides only inte rmit tent  
service.
* Mr. ‘Kornegay. In othe r words, the high system is to be desired 

if scientifically possible to p ut them in orbit?
Mr. McGhee. Yes, sir, and keep it in a fixed position.
Mr. Kornegay. Now, once this system is in operation, it would 

jus t about put the Voice of America out of business, would it not, 
as we now operate it?

Mr. McGhee. No, sir.
It  would still be useful. Jus t like the other  communications 

facilities would, by  and large, still be useful.
Mr. Kornegay. We could use the interna tional  system for the 

Voice of America, could we not?
Mr. McGhee. Tha t is correct, yes, sir. It  could lease time like 

any other  system.
However, the short-wave broadcasts from the Voice of America 

overseas relay stations would always be necessary in order to reach 
priva te radio sets in cases such as behind the Iron Curtain where 
the Government tries to keep our broadcasts out.

Mr. K ornegay. Th at is all. Thank you.
The Chairman. Mr. Nelsen?
Mr. Nelsen. Thank you, Mr. Chairman.
In your statement earlier, referring to the $1,000 figure on the in

vestments, you suggested it was a very risky investment. Now, is 
it your opinion tha t this is a venture  tha t is filled with a good deal 
of risk, which would be difficult to finance?

Mr. McGhee . 1 do not really have an honest judgment in this, 
Mr. Nelsen. I am not  sure anybody does. This is so novel. The 
expression of the existing communications companies as to their 
willingness to invest is perhaps the only real tangible evidence we 
have in this regard. However, there is widespread interest in the 
country in this. There is, I think, great  potentia l profit here. So
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it is quite possible tha t there will be widespread demand for this 
stock.

Mr. N elsen . Now, there seems to be sort of a unanimous feeling 
tha t priva te enterprise should operate this system and furnish the 
capital. The thought occurs to me tha t if we were to have this layer 
of governmental supervision and management on top it would dis
courage ven ture capital, because they are putting the risk capital in 
there and they would be afraid of losing the opportunity  of manage
ment of their investments.

Probably one of the most i mpo rtan t things in this whole thing will 
be to get the capital to do the job. So I am wondering abou t the pro
visions of this particular  bill which provide for a management super
structure. I would be afraid of it, if I were one of the big investors.

Mr. McGhee. Yes, sir. I think there are  some countervailing fac
tors here. There is one, for example, tha t the U.S. Government is 
endowing this Corporation with the benefits of a very substantial in
vestment, which I have heard mentioned up to $135 million, which it  
has made in this field. In othe r words, the Corporation star ts with 
tha t investment. Tha t may give some consideration on the side of 
Government.

It  is true, I believe, th at many of the functions here which Govern
ment assumes are functions which can assist the Corporation. I 
would like to think, for example, tha t the things we could do for it in 
the State Depar tment  under this act will assist the Corporation in 
achieving its objectives, rath er than  constitute a hindrance.

In other  forms of regulation, such as th at provided by the FCC, it 
is quite similar to regulation now provided companies which have no 
difficulty in providing their capi tal. And we have even found a t least 
a rough parallel between the role the Department of Sta te plays with 
respect to aviation contracts as compared with the role it would play 
under this act.

So I think  there is a balance of factors here t ha t would not  serve to 
frighten away the investor.

Mr. N elsen. I hope you are right. Judging from the trend in the 
national debt and what have you, I do not have a great  deal of faith in 
some of the business judgment of the operation of Government.

That is all, Mr. Chairman.
The Chairman. Mr. Keith?
Mr. K eith. Mr. Chairman—Mr. McGhee, I have been concerned, 

as I listened to the discussion here today, about the very significant 
role that the Government is going to be playing, not only in the 
creation, but in the operation of this system. And I am afraid it is 
going to be, in the  internationa l area, more of an instrument of foreign 
policy than  it is of communication. Now, just  what is it in this 
particular scheme of things that is going to require such unique 
governmental control and par ticipation?

Mr. McGhee. I would like to state, first of all, of course, the obvious 
fact that most foreign communications systems are owned by govern
ments. So the fact tha t our Government controls a private  entity 
does not give it any aura internationa lly which differs from tha t now 
existing.

Mr. K eith. Except, I  would like to point out, that we have been so 
very successful in ours because it has not been controlled by Govern
ment, and now we are sort of adopting this philosophy.



COMMUNICATIONS SATELLITES 489

Mr. McGhee . Yes, sir. We feel tha t this system is so different, 
its implications so far reaching, so universal-----

Mr. K eith . You used the word “drastic.”
Mr. McGhee . Yes, sir; so drastic, tha t it brings into play many 

relationships between governments which have not been brought into 
play by the existing systems. In the first place, it immediately in
volves all or most of the nations of the world, and a t remendous num
ber of individual agreements are going to have to be reached which 
must bear some relationship to each other, which must  provide, for 
example, for these governments participating  in the ownership of 
whatever  world enti ty is created, and some way of influencing the 
operations  of this enti ty—some allocation of frequencies, some deter 
mination of the time which will be allotted, and the various media, 
type of transmissions which will be pu t through these satellites.

I raised earlier the hypothetical question of four or five countries, 
not each justifying a ground station, tha t are going to have to make 
some decision as to where their common ground station is to be located. 
You can envisage systems whereby a group of local countries  will use 
this for their local communications, without  regard to communications 
between them and us, which is a new situation.

The situat ion tha t involves the various blocs of the world—I mean 
to penetrate the Iron Curtain , in this regard, will take a governmental 
negotiation.

There are many of the countries of the world that are somewhat 
defensive against private interests , and where it will be easier for the 
Government to negotiate than  it would for a priva te company. You 
can envisage a wide variety of things, Mr. Keith, which do not arise 
now, or arise at  least only in seriatim or occasionally, as happening all 
at once, and which require cooperation between nations on a scale 
which has not really been faced.

Mr. Collier. Will the gentleman yield?
Mr. K eith. Yes.
Mr. Collier. Do you suppose this could be the means for the first 

mutual inspection system, sir?
Mr. McGhee . Well, that  is very interesting. It  could be a very 

useful thing, if the nations would voluntarily open themselves up as 
a resu lt of being a pa rt of this system. I do not think  we would want 
to utilize it as a tool for this purpose.

Mr. Collier. It  would be an excellent byproduct.
Mr. McGhee . Yes, sir. Otherwise, we might defeat its purposes, if 

we attempted  to use it as a tool.
Mr. K eith. Basically, I would rather see us try to sell the American 

businessman tha n the U.S. Government as we enter the world scene in 
this particular area.

Mr. McGhee . It  is quite clear the Corpora tion which will conduct 
the operation, and which will, by and large, conduct most of the com
mercial and technical negotiations, will be business. But most of the  
nations in the world are not hesitant in dealing with governments.

Mr. K eith. Well, government changes from time to time in these 
countries with whom we are dealing. But  the facilities remain.  It  
would seem to me it  would be some advantage—and the government 
changes in this country .

Mr. McGhee . Yes, sir; but the agreements continue.
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Mr. Keith. I would rath er see as much of the negotiation as pas
sible in the hands of the free enterpr ise system, even though I recog
nize that when we deal with telephone companies and satellite com
munications systems, they are pre tty close to being monopolistic.

Mr. McGhee. Mr. Keith, if I would a ttem pt to speculate on the 
relative  actual participation of the  State Departmen t and the Corpo
ration , I would assume tha t the bulk of negotiations would, in fact, be 
done by the Corporation, with very, very light supervision by the 
Department, because the Departm ent is not qualified to conduct 
detailed technical-commercial negotiations; it does not have the per
sonnel to do i t; it is only interested in the foreign policy implications 
of it. But these are so far reaching tha t i t is necessary, I believe, for 
the S tate Department to make the general arrangements under which 
the detailed negotiations can go forward.

Mr. K eith. Thank  you, Mr. Chairman.
The Chairman. Mr. Curtin?
Mr. Curtin. Thank you, Mr. Chairman.
Mr. McGhee, section 3—201, subsection (c)(3), as I understand it, 

provides tha t whenever the Secretary of State feels it is in the public 
interest, then the Federal Communications Commission will require, 
and I quote—
the  esta blishment of such communication by the  Corporat ion on the appropr iate 
common carr ier or carriers.

Now, does that mean tha t the FCC, under the terms of this act, 
can for example, require the appropriate common carrier to install 
ground s tations in a foreign country?

Mr. McGhee. The provision is not specific as to what actual 
facility will be required. T have before me section 214(d), wdiich, 
as 1 read it—provided it is with adequate facilities. Now, 1 would 
assume, if there were no ground station, tha t this would include the 
ground station .

But the cost of the gound stations, under e ither assumption of high 
altitude or lowr alt itude, is not a large amount in comparison with the 
cost of communications facilities in the country  already, or likely to 
be established, or with the system.

Mr. Curtin. My question is how’ the FCC can compel a private 
common carrier to put such facilities in a foreign country in the possible 
absence of consent of such foreign country.

Mr. McGhee. The authority , of course, would be exercised with 
respect to the Corporation, not with respect to our common carriers?

Mr. Curtin. That is not what the act says. It says it is going to 
require the Corporation to do certain things, and also require the 
common carrier to do certain things.

Now’, as I understand the purpose of such private  common carrier 
as expressed in this act, its jurisdiction in this m atte r is going to end 
w’hen this message reaches the point that  it takes off into the air. 
Therefore, I see no reason why there would be any need for legislation 
to require them to get the message to that point, because they would 
do t ha t anyhow’.

Now, what are they going to  have to do fu rther  tha t requires this 
section of the act?

Mr. McGhee. I am not sure this has all been thought through. 
The Corporation, I w’ould assume, is the entity normally involved 
here. Now, insofar as the common carrier has domestic facilities,
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which relate  to the facilities of the Corporation, I assume tha t they 
could be compelled by the FCC under 214 in our own country .

Mr. Curtin. You admit that  i t seems as if it is an unneeded provi
sion, to require tha t the local common carrier must be required to 
establish a communication which is thought to be in the national 
interest , since they would seem to have no jurisdiction beyond, or 
required to do anything, except to get this message to the place where 
it is taken over by this new proposed Corporation?

Mr. McGhee . Well, 1 would assume, if th is common carrier had a 
subsidiary in another count ry, that the FCC might feel that it was in 
the national in terest, that it establish facilities there to tie in with the 
global network. This is the only interpre tation  I can place on that.

Mr. Curtin. In view of that answer, then, do you feel tha t this 
proposed legislation could give the FCC jurisdiction to compel a 
private common carrier to es tablish facilities in another  country?

Mr. McGhee . I should not  attempt  to interpret the intention of 
this act, sir. This is beyond my competence, in this particular point. 
I can only read the act.

Mr. O’Brien. Will the gentleman yield for one question?
Mr. Secretary, assuming tha t all the authority  tha t you think is 

necessary or desirable is granted,  do you think the State  Depar tment  
would be hampered to any great degree if we gave pr ivate enterprise 
greater control over our domestic Corporation than is envisioned in 
H.R . 10115?

Mr. McGhee. Sir, I don ’t believe this question impinges on the 
success of the Corporation.

Mr. O’Brien. The makeup of the Corporation, then, would not 
add to or detract-----

Mr. McGhee. No, sir, I consider this our internal affair.
Mr. Curtin. Tha t is all, Mr. Chairman.
The Chairman. Mr. Thomson?
Mr. Thomson. Mr. Chairman, I would like to ask the Secretary 

if he said in response to a question by Mr. Keith tha t the Satellite 
Corporation would be a corporation controlled by this Government.

Mr. McGhee. No, sir.
Mr. Thomson. In cont rast to government ownership in other  

countries, I understood you to say tha t this would be a private  cor
poration controlled by the Government of this country.

Mr. McGhee. It is a private corporation,  over which certain 
controls are specified. Bu t many of the decisions of the Corporation, 
of course, will be purely corporate decisions.

Now, this is different from a government corporation abroad. As 
I recall the reference, it was whether or not the Government associa
tion with this, even part ial control, would affect the success of its 
relations  with others. And I responded tha t I didn’t think i t would, 
because other governments, bv and large, control their own com
munications facilities completely.

Mr. Thomson. Well, would you characterize this as a corporation  
tha t is regulated by this Government, or one tha t is controlled by 
this Government?

Mr. McGhee . Sir, I  am not sure tha t these words themselves fully 
describe it. In par t, there is involved regulation—the FCC’s rela
tionship to i t is by and large regulation. In part , there is prescribed 
partial  control, control, for example, where an important foreign
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policy interest were involved in a negotiation, 
we could say it is regulation and partia l control. 

Mr. Thomson. Tha t is all, Mr. Chairman. 
The Chairman. Mr. Dominick?

Mr. Chairm an-----
Mr. Hemphill?
I will defer to Mr. Dominick.

So I assume that

He has been sitting
Mr. Dominick. 
The Chairman. 
Mr. H emphill.

here.
Mr
Mr

Dominick. Thank you.
Secretary, you have read this act, I am sure, in some detail. 

But for the purposes of the record I would like to relate some of the 
provisions in the act. Firs t I would like to go to section 403, on 
r age 13. .

This act makes the Corporation subject to equitable remedies by a 
district  court, upon petition to the Attorney General, if the Corpora
tion engages in or adheres to any actions inconsistent with the policy 
and purposes of section 102.

So, in order to see what  the Corporation can or cannot do you then 
have to go over to section 102.

Section 102 declares th at it is the policy, in cooperation with other 
countries, as expeditiously as practical, to sta rt up a communications 
satellite system as par t of an improved global communications net
work, responsive to public needs and national  objectives, which will 
serve the communications needs of the United States  and other 
countries, and which will contr ibute to world peace and understanding.

Now, this very first section means, as far as I can see, tha t any 
time that  the Board of Directors of the Corporation wants to take 
any action, they have to inte rpre t tha t language.

Then you go on, in subsection (b) of 102, to say:
The new and expanded international communication services ought to be 

made available as promptly as possible— 
it does not  say practical—
and ought to be extended to provide global coverage a t the earliest practicable 
date.

Now, it strikes me tha t the Board of Directors are subject to in
junctive proceedings every time they blink their eyelashes on this, and 
I don’t see how they can operate  as a pr ivate corporation under those 
conditions. I would like to know whether you feel that  section 102 
is absolutely necessary in order to have this Corporation form a useful 
communications service in world communications.

Mr. McGhee. Mr. Dominick, it would seem that  some such 
provision would be necessary. This is a very unusual Corporation 
tha t is proposed.

The U.S. Government is taking an initiative in creating it for a 
particular  purpose—it seeks to endow it with the benefits of a very 
large sum spent in research, and that the Government then has some 
right to look to this Corporat ion to achieve certain objectives. Its 
purpose is presumably to make a profit. And the regulation by the 
FCC would, of course, be of such nature as to make this possible—if 
the commercial services and re lationships can be established.

As to whether this particular wording would be impossible of 
achievement and would lend itself to, as you say, injunction being 
sought  because they had no t been met, it is difficult to say.
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I would cer tainly think tha t the  Attorney  General would view the 
achievement of this objective in very broad perspective, just as the 
board itself would, in atte mpting  to set policies for the Corporation 
which conform to this act. The first requirement, which is spelled 
out throughout this legislation and I hope throughout our presenta
tion, is the necessity for creat ing quickly an effective system. And 
this must  be done. The practical requirements  of this objective 
certainly must have some sta tus  alongside the more general objective 
stated in the sections th at you referred to.

Mr. Dominick. Well, now, again, in section 201(c)(3), on pages 9 
and 10, you have the right, afte r consulting with the administ ration, 
to require this Corporation to provide communication to any foreign 
point, wherever it is in the  nationa l interest—presumably, the 
national  interes t is again spelled out in section 102.

This, again, would mean that  you are going to provide global cover
age at the earliest practical date.

Now, what do you mean by earliest practical date—financially 
feasible? Because it doesn’t say so in this other section I just re
ferred to.

Mr. McGhee. May I first point out that  our responsibility in this  
regard is limited to recommending to the FCC that this facility be 
established.

Mr. Dominick. No, sir, I beg your pardon. They are required, 
under that  section 3, subsection 3, to go ahead with this if you say tha t 
they should do it, provided it is technically feasible.

Mr. McGhee. As I read it, sir—I am not a lawyer—but insti tute 
proceedings to require.

Now, I have before me section-----
Mr. Dominick. Ins titu te proceedings— 

to require the establishment.
Mr. McGhee. But it is under 214(d), and 214(d) says:
The Commission may, af ter full opportunity for hearing— 

et cetera, et cetera— 
authorize or require.

It  states further, in part :
But  no such authorization or order shall be made unless the Commission finds 

that  such provision of facilities—
tha t it is reasonably required in the interest of public convenience and 
necessity, or, as to such extension of facility, tha t the expense in
volved therein will no t impair the ability  of the carrier  to perform its 
duty to the public.

This, it seems to me, gives the balance which is required to a desire 
on the part of the State  Department to request this facility.

Mr. Dominick. Would you then have any objection, on page 10, if 
we should use this act, to strike lines 8, 9, and 10, put  a period after 
the word “amended” on line 7, so that the words “to require the estab 
lishment of such communication by the corporation and the appro
priate  common carrier or carriers,” would be stricken?

Mr. McGhee . Sir, I  am not in a position on behalf of the adminis
tration to agree to  this change. I am not really qualified to contest 
your interpretation.
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On the other hand, it does seem to me tha t section 214(d), which 
is specified, is quite clear—that it can only be done after a proper 
hearing.

Mr. Dominick. Now-----
Mr. McGhee . And, presumably, the FCC will or will not make its 

judgment,  depending upon tha t hearing.
Mr. Dominick. Mr. Secretary, would you say tha t the stock in 

this Corporation is speculative?
Mr. McGhee . There is no question tha t any corporation which 

star ts withou t a visible existing business or profit involves a degree 
of speculation. I would say, however, the opportun ities afforded 
here are so grea t tha t it would be attractive to investors.

Mr. Dominick. Is this one of the reasons why the minimum floor 
was set at a thousand dollars a share, because it was felt that  it was 
speculative?

Mr. McGhee . T didn’t par ticip ate in the drawing of this legisla
tion. I am to ld this is a consideration which has occurred to people.

Whether or no t this was a major consideration affecting this point, 
I don’t know.

Mr. Dominick. One more series of questions tha t I woidd like to 
ask: There is a limitation on the  amount of foreign ownership—by 
subsection (e), I think it is, section 304— of 20 percent. The 20 
percent figure has been mentioned throughout . Is t ha t 20 percent of 
the authorized stock or 20 percent of the outstanding stock?

Mr. McGhee . This comes under the Communications Act. I 
would have to refer to the act.

This says one-fifth of the capita l stock owned of record. That 
would defer to stock outstanding.

Mr. Dominick. Would this be open to purchase by countries 
controlled by Communist governments?

Mr. McGhee . I know of no limitation that has been set on the 
purchase of this stock. There may be provisions under the existing 
law. The intent is to apply the same provisions tha t now exist, so 
there is nothing new here with respect to communications companies.

Mr. Dominick. Is i t the position of the State  D epar tment tha t we 
should put  up a communications satellite  to facilitate communications 
between Communist countries?

Mr. McGhee . Yes, we feel t ha t it is to our advantage, if there is 
going to be a satellite, tha t we all use it.

Mr. Dominick. Including the Communist countries?
Mr. McGhee . Yes, sir.
Mr. Dominick. Even if this should improve the communications 

between, we will sav, Red China  and Russia?
Mr. McGhee . Tha t may be a byproduct.  I am sure you realize 

tha t it is impossible to conceive of the Chinese as coming under this 
system, and also tha t the communications between Russia and her 
satellites, being over a contiguous land mass, are probably quite good 
already, so this  wouldn’t greatly  augment it.

Mr. Collier. Doesn’t this pose some kind of a problem in view 
of the  fact that in this country we have mass reception through radio 
and television, whereas in these other countries the comparative 
number of people who would have access to reception is a great deal 
smaller?
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Mr. McGhee . The use a country would make of the channel would 
depend upon the country itself. Each country would use the channel 
in accordance with existing policies.

I would like to point out, of course, that we are integrated with the 
bloc communications system as of the moment. It  in possible to 
communicate with the bloc. So this, again, isn’t anything new.

Mr. Dominick. But the effect of this, then, would be tha t the 
U.S. Government and the majo rity of the funds there in an enormous 
system would be spent, and in the process of perfecting this system, 
would provide bette r communications with the very conspiracy tha t 
we are trying to fight against?

Mr. McGhee . This is one way of p utting it, Mr. Dominick. Of 
course, under the plan envisaged here, if the bloc countries partici
pated , they would presumably pay their full share. So you might 
say  tha t we would profit in part from their expenditure.

It  is the feeling tha t they have the capabili ty of creating a satellite 
system, so that  we are not—if we denied them access to this one— 
rlenying them the ultim ate ability to do it.

And this would be the advantage that  we wouldn’t compete with 
each other, that we would share the cost of it.

Mr. Dominick. But we would require them to put up their own 
effort in trying to put up their own system?

Mr. McGhee. It  is hoped tha t this is a field in which we can 
cooperate. We don’t necessarily have to compete with rival systems 
which double the cost, and could result in in terference in frequencies 
and  orbits and competition.

Mr. Dominick. Is this 20 percent of ownership figure in the Com
munications Act res tricted to any one country or  a total of 20 percent 
for all foreign countries?

Mr. McGhee. It is the total.
Mr. Dominick. It is entirely probable, is it not, that the 20 percent 

would be taken up bv friendly countries?
Mr. McGhee. Indeed. Of course there is no evidence that it will 

be taken at all.
Mr. Dominick. Tha t is what I understand.
Mr. McGhee . The other countries may wish to reserve their own 

expenditures for the ir own system which will be a part of the net.
Mr. Dominick. Tha nk you, Mr. Chairman.
The Chairman. Yes, sir.
Mr. Hemphill?
Mr. Hemphill. Yes.
Are you familiar with the I.T. & T. ’s expansion and investments  

abroad?
Mr. McGhee . In general, yes.
Mr. Hemphill. What part  did the State Department have in th at  

growth?
Mr. McGhee . The State  D epartment  has no direct responsibi lities 

at the moment in connection with the negotiating of agreements as 
is specified here.

Mr. H emphill. So the State  Departm ent had nothing to do with 
tha t growth and expansion of t ha t particular  company?

Mr. McGhee . There are many instances, we have cited three 
here, where the Sta te Department negotiated with other  govern
ments an agreement which then permitted  our companies to take



496 COMMUNICATIONS SATELLITES

advantage  of certain expansion. And I am sure that one can cite . 
many illustrations where the local embassy helped in establishing ' 
proper relations with the othe r government precedent to a negotia
tion along technical lines.

Mr. H emphill. But  you had nothing to do with the operation and 
control?

Mr. McGhee. No, sir. But,  of course, tha t is not envisaged 
under this act.

Mr. H emphill. Well, wha t are you getting  into the picture for? 
This company has done such a good job without interference, why 
should i t be hampered now?

Mr. McGhee. I would be delighted to go into this at considerable 
length, and I have done it throughout the day.

Basically, this creates an entire ly new situation. This is a drama t
ically new method of communications which involves immediately all 
or most of the nations of the world. It  involves intergovernmental 
relations on a new scale.

In the past, the existing forms of communication have developed 
relatively  slowly in standard forms. They involved one country and 
then another,  never large groups of countries, never in situations 
where the governments of the country will have so many concerns 
and interes ts in the new system. We have given illustrations, for 
example, where four or five countries may want to tie in with this 
system, b ut they don’t have the money each to build a ground station,  
so some consideration has to be given to where the ground station is 
to be b uilt tha t will service all the countries—in international agree
ment involving our Government and the countries.

We envisage tha t these countries will want to know how they can 
partic ipate  in the ownership and control in whatever world system is 
created. We can’t get into a bloc country without a governmental 
negotiation. There are many of the  countries tha t are very sensitive 
to direct contacts with companies, and the government itself may 
prefer to conduct a prel iminary negotiation setting a sort of umbrella 
for the subsequent negotiations. You can envisage scores and scores 
of situations where governments  jus t have to come into the picture. 
Now, the ordinary sort of agreement involving commercial and tech
nical considerations, which will flow from these more general agree
ments, I would think, would be done by the Corporation. We are 
not set up to do it, we don’t have the people to do it, and there is no 
foreign policy in terest involved.

We are not really seeking work. But this thing is important to us 
in carrying  out our foreign policy objectives, and the Government is 
needed in order to make the way for the Corporation to achieve its 
objective. So we feel the Government must come in.

Mr. H emphill. What is the foreign policy objective th at you speak 
of?

Mr. McGhee. For example, it is very much in our foreign policy 
interest to develop communications links with  countries hi the world 
where we don’t have them—so television programs from this country 
will be more reliable and more economical—as well as commercial and 
personal messages and telegrams and telephone calls from this country.

Mr. Hemphill. I was jus t wondering if this isn’t just another 
expression of the one-world idea tha t seems to exist today.

Mr. McGhee. The facts about the world speak for themselves.
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Mr. H emphill. The American people will pay the check through 
taxation, and really it is more for the benefit of o ther countries. I 
am just wondering about tha t.

Mr. McGhee, insofar as the foreign facilities are concerned, there 
is an expectation that  the  countr ies themselves will provide them, or in 
many cases private capita l will come forward from various countries, 
Europe and this country.

Mr. H emphill. You say expectation ; what have the other countries 
said they  will do?

Mr. McGhee. Well, we have a number of countries tha t have al
ready expressed interest. A number of countries, the United King
dom, France, and Germany, are already building ground stations  with 
their own funds, and engaging in experimental work which is required 
in order to tie in with this system. Most countries in the world the 
communications facilities are either financed locally by governments 
or p rivately or by international private subscription.

Mr. H emphill. By the American taxpayers’ money through some 
interna tional  organization?

Mr. McGhee. No, sir. Communications are, by and large, either 
owned by foreign governments  or by private companies; many Ameri
can companies, of course, own facilities in other countries.

Mr. Hemphill. Now, if four or five nations set up a mutual ground 
station, as you pictured a minute ago, and then some of these nat ions 
become involved in some altercation, a major quarrel, how would the 
matter  be settled?

Mr. McGhee. Well, if the quarrel, for example, were a mat ter 
involving frequencies, the Internationa l Telecommunications Union 
exists. If the quarrel, for example, were a ma tter  of commercial 
arrangements, I would envisage tha t the Corporation would first 
atte mp t to work it out with the part icular  telecommunications entity.  
If not, then there is nothing tha t can solve it except by bilateral 
or multilateral discussions between governments. Tha t is a situation 
in which the governments would quite likely have to come back into
plf ty-

Mr. H emphill. I have been wondering while we have been having 
this dispute over the quasi-public or private  ownership of this satellite, 
whether or not we are jus t slowing down the whole thing so tha t the 
Russians can beat us to it. Tha t has been bother ing me a great deal.

Mr. McGhee. This is a private  corporation, and we strongly 
propose a priva te corporation. We feel th at this is an industry which 
has been well served by the private corporations. And we don’t feel 
that  the control is beyond tha t which now exists, except insofar as it is 
required by the new natu re of this world communications net that 
would result.

Mr. Hemphill. I imagine the Sta te Departmen t itself has to depend 
on the I.T. & T. and other private  companies for communications, 
does it not?

Mr. McGhee . Indeed  we do.
Mr. Hemphill. And the FCC can, of course, se t the domestic rates, 

and we can have agreements about the foreign rates, I assume.
Mr. McGhee . The FCC would regulate this Corporation, sir, not 

the S tate Departmen t.
Mr. Hemphill. I was just wondering why the State  Department 

has to be in the picture at all unless it just  wants some power in this 
particula r field.
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Mr. McGhee. Natural ly I would justi fy the actions of the Sta te 
Departmen t. However, I sincerely feel tha t we don’t seek power; we 
have ample tasks to perform.

Mr. Hemphill. You have got ample power now.
Mr. McGhee. But we do have responsibilities in connection with 

the foreign policy of the  United States which the President has dele
gated to us as his agent. And we see here such a vast variety of 
involvments of the foreign policy of the United States  that we feel 
that  the D epartment mus t be involved.

Mr. Hemphill. Thank you, sir.
Mr. Younger. Would the gentleman yield?
Mr. Hemphill. I will be happy to yield.
Mr. Younger. Jus t one thing. I admire your ability to find 

words—you are a Phi Beta  Kappa and a Rhodes scholar—but I do 
want the record to show tha t you can’t sell me on the idea tha t the 
bill th at you are proposing is a pr ivate corporation, because it is in no 
sense, as far as my definition is concerned, a pr ivate corporation, not 
even resembling one.

Mr. Collier. Will the gentlemen yield?
Mr. Hemphill. 1 would be happy to yield.
Mr. Collier. Wouldn’t it be fair to say, in view of what has 

already been written into the annals of history on cooperative pro
grams tha t over a sustained period of time private  funds in foreign 
countries notwithstanding, tha t we would probably pick up the tab 
for at least 50 percent of the global satellite communications pro
grams?

Mr. McGhee . Do you refer to the satellite system itself or the 
facilities in other countries  required to gear into it?

Mr. Collier. The dollars-and-cents  cost of the operation, the 
facilities as we might project them 10 years from now.

Mr. McGhee . I don’t believe anyone would have any basis for 
such a projection.

Mr. Collier. Well, T have a basis for such a projection, the fact 
tha t in 40 nations today we are picking up the tab  for 60 percent of 
the cost of the domestic communications systems.

Mr. McGhee. Do you refer to the Government?
Mr. Collier. And before we get through with the program in 

Latin America—which I supported—you and I both know that  that 
is one of the most serious problems down there, and we are going to 
be picking up the tab for the bette r part  of their communications 
system.

Mr. McGhee. Do you refer to the combined private  and public 
investment?

Mr. Collier. Yes, sir.
Mr. McGhee. Certa inly you raise no question about American 

priva te investment being made in these countries.
Mr. Collier. Goodness knows, I would hope tha t 99 percent of it 

is private investment.
Mr. McGhee. But then what would concern you, I assume, would 

be the public investment.
Mr. Collier. Tha t is right.
Mr. McGhee. This isn’t as large as you mention. I don’t know 

w hat the figure is in L atin  America.
Mr. Collier. Well, getting into the broad program that we are 

faced with in La tin America, and realizing, as we all do, that one of
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the greatest inadequacies there is communications system—I don’t 
think anyone could dispute that—as this program progresses we are 
going to pick up, necessarily, I presume, a t least 50 percent of the cost 
in these nations, because pr ivate enterprise without loans down there 
is going to be unable to develop the communications system to the 
degree that is demanded.

Mr. McGhee. I ju st wouldn’t link these two things in the same de
gree tha t you do. I think the pressure for the conventional com
munications system will exist regardless of the creation of the satel
lite system. So these are two separate variables really. There is no 
question tha t the creation of the satellite system will provide greater 
incentive for expanding the other facilities. But there are adequate  
incentives already. And I don’t think  there will be a decisive ad
ditional incentive. In a sense, I don’t think you will need to charge 
the satellite system with the possible increased expenditures for con
ventional systems tha t you refer to.

The ground stations themselves are not a costly item in comparison 
with all of the other facilities. And tha t is the  only unique aspect in 
the system in the recipien t country.

The satellites are going to be put up anyway, and they have an 
adequa te capacity for handling the communications of the world for 
a considerable period in one system.

Mr. Collier. I am sure you are not  under any impression tha t the 
obligations tha t we m ight incur in this connection are going to stop 
with the ground station .

Mr. McGhee. I wouldn’t admit tha t we had any immediate obli
gation to endow another government with increased conventional 
ground communications just  because we tied them into a world sa tel
lite system. Brazil great ly needs an expanded conventional com
munications system. But the fact tha t she links in with our satellite 
system does not give her any, in my judgment , any particular-----

Mr. Collier. Incidentally, this will be a unique approach in the 
field of communications as compared to other fields of industria l 
progress in foreign nations where we have in fac t provided the financial 
systems that we have.

Mr. McGhee. In my view, sir, this supplements  what is going on 
anyway.

Mr. Collier. I am sorry, I didn’t mean to take so much time.
Mr. H emphill. The thing tha t bothers me is that , looking back on 

your policy with American industry, tha t the State Department has 
existed on policies from time to time tha t either furnish money or 
competition which eventually ran the American businessman out of 
the market, or which preferred a foreign business venture by its 
policies. Now, what  are the chances of this communications field 
getting into that  pit?

Mr. McGhee. Well, naturally,  as a represen tative of the Sta te 
Department, Mr. Hemphill, I would not be willing to agree tha t we 
are in any way antagonist ic to private  business. I personally come 
from private business as do many of the high officers of the Depar t
ment. Nor would I agree tha t we favor foreign over domestic 
business. In most of the negotiations or decisions in which we are 
involved, we think we can show you considerations tha t have flowed 
from both sides, when an advantage might have appeared to have been 
accorded to a foreign business entity. And I would like, if I may—
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and I hate  to impinge upon your question—but it is one tha t was 
raised ear lier by Mr. Springer, and since he has not returned I would 
like the opportunity to reply to it, if I may.

It  illus trates this po int - Mr. Springer raised the question about Air 
France’s r ight to fly to Mexico City as being what he termed then a 
giveaway, that there was no reciprocal advantage.

Now, we will file a complete statement in answer to this.
But, in brief, the original right which Air France got to fly there 

was negotiated with us back in 1946. At tha t time, there were 
advantages which accrued to our carriers and  to us as a nation which 
we felt balanced, giving them the right to go beyond New York. 
Later  tha t right was extended to include landing in Houston.

Now, the fact tha t they started  in Mexico before we did, was a 
matt er between them and the Mexicans. We didn’t get to acquire 
rights to go into Mexico until 1957; they apparently did it in 1954. 
But our records will show th at  in the negotiation which took place in 
1946 which gave rise to this flight.

(The information referred to above follows:)

Air F rance Traffic Rights Between New York and Mexico City

In 1946 the United Sta tes negotiated an air t ransp ort agreement with France 
which provided for the exchange of air routes between the two Governments. 
Eight routes were secured by the United States for the use of its airlines and five 
routes were granted to the French including a route “France via intermediate 
points over the North Atlantic to New York and beyond to Mexico; in both direc
tions.” (This total route exchange attached.)  In 1950 and 1951 additional 
negotiations took place and at that  time additional rights were exchanged, 
including the grant of Houston as an optional intermedia te stop on the French 
route between New York and Mexico City, and Rome for the United States as a 
point on its route through southern Europe to the Middle East and beyond around 
the world. However, Air France could not utilize immediately the Mexico 
rights because of lack of agreement with the Mexican Government.

In 1954 the  French airline secured authorization from the Mexican Government 
to commence the service previously authorized under the United States-French 
agreement between New York and Mexico City. This right  had also been sought 
by the United States from Mexico for a considerable period of time but  numerous 
negotiations between the two Governments had not resulted in conclusion of a 
satisfactory bilateral agreement. Subsequent negotiations in 1957 did secure 
for the United States the right  for its airline to conduct nonstop service between 
New York and Mexico City. Until that  time all U.S.-flag services between 
New York and Mexico City were required to stop at Dallas.

Hence, the difficult situation created by the commencement of the French 
operations to Mexico City prior to U.S. nonstop operations grew' out of a 
lack of agreement with the Mexican Government and in no way reflected an 
imbalance of rights exchanged between the United S tates and France.

[Attachment]

Schedule I. Routes To be Served by the Air Carriers of the French 
Republic

(Points on any of the routes may, at the option of the air carrier, be omitted 
on any or all flights.)

1. France via intermediate points over the North Atlantic to Boston, New' 
York, and Washington, and also the site of the United Nations organization; in 
both directions.

2. France via intermediate points over the North Atlantic and Montreal to 
Chicago; in both directions.

3. France via intermediate points over the North Atlantic to New York and 
beyond to Mexico; in both directions.

4. Martinique  via Guadaloupe and via intermedia te points to Puerto Rico 
and beyond via the Dominican Republic to Haiti; in both directions.
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5. In doch in a via poin ts  i n C hin a and  Hon g Kon g to  M an ila;  in  bo th  di re ct io ns  
(p ro vi de d th a t th is  ro ut e is su b je c t to  th e ap pro val  of  th e  G over nm en t of  th e 
Ph ili pp in e Is la nd s) .

Sch ed ule  II . R ou te s to be  Served  by th e A ir  C ar ri er s of  th e U ni te d  Sta tes

(P oin ts  o n any o f t he  ro ut es  m ay , a t th e op tion  of  t he  ai r ca rr ie r,  be om it te d  on 
any or  al l fligh ts. )

1. The U ni te d S ta te s via  in te rm ed ia te  po in ts  ove r th e  N ort h  A tlan ti c to  Par is  
an d be yo nd  vi a in te rm edia te  po in ts  in Sw itz er land , It a ly , Gr eece , Egy pt , th e 
N ea r E ast , In di a,  Bur m a,  and  Si am  to  Han oi , and th en ce  to  C hi na and be yo nd; 
in  bo th  di re ct io ns .

2. T he  U ni te d S ta te s via  in te rm edia te  poin ts  ove r th e  N ort h  A tlan tic an d 
Spa in  to  Marseill e and bey on d v ia  Mila n, B ud ap es t,  and  poin ts  s outh  of th e  p a r
all el of  B ud ap es t to  T urk ey , an d  th en ce  vi a in te rm edia te  poin ts  to  a co nn ec tio n 
w ith ro u te  8 an d be yo nd  on  sa id  ro ute ; in both  di re ct io ns .

3. The U ni ted S ta te s vi a in te rm edia te  po in ts  ov er  th e  N ort h  A tla nt ic , an d 
Spa in  t o  Algie rs, Tu ni s, and  b ey ond via  i n te rm ed ia te  po in ts  t o  E gypt,  an d be yo nd  
via ro ute  1; in both  di re ct io ns .

4. The  U ni te d S ta te s vi a in te rm edia te  po in ts  to  D ak ar , Poin te  No ire , Bra zz a
vi lle , an d be yo nd  vi a in te rm ed ia te  po in ts  to  th e  Union  of  Sout h Af ric a; in  bot h 
di re ct io ns .

5. The  U ni te d S ta te s vi a in te rm edia te  po in ts  to  G ua de loup e,  M ar tini qu e,  and  
bey ond via  in te rm ed ia te  po in ts  to  Fr en ch  G ui an a and bey on d in  Sou th  Amer ica;  
in bo th  di rect ions .

6. The  U ni ted S ta te s v ia  in te rm ed ia te  po in ts  in th e  Pa cif ic Ocean  to  Ne w 
Caled on ia  an d be yo nd  on  on e or mo re ro ut es  to  A ust ra la si a (inc luding  A ust ra lia 
and  Ne w Zea la nd );  in bo th  di rect ions .

7. Th e U ni te d S ta te s via  in te rm ed ia te  po in ts  in  th e Pa cif ic Ocean  an d M an ila  
to  Sa igo n, an d be yo nd  to  Si ng ap or e and B ata v ia ; in bo th  di re ct io ns .

8. Th e U ni ted S ta te s via  in te rm ed ia te  po in ts  in th e  Pac ific  Ocean, M an ila,  
Hon g Ko ng, M ac ao , an d C hin a to  Han oi  and be yo nd  via Sia m,  Bur m a to  In d ia  
and  be yo nd ; in bo th  direc tion s.

The Chairman. Let the Chair interrupt, Mr. McGhee.
The Chair may be very lenient in permit ting these hearings to 

discuss almost everything involving transportation, communications, 
and foreign relations. But we have invited other  witnesses to testify  
on this proposal, and I hope that we will not keep wandering from the 
principal subjects  of discussion and can proceed with the matters  t ha t 
are before us.

I know that is a very impor tant matter, and I know it was raised 
this morning, and I gave permission to tile a statement. But I do 
not want you to take  time away from other people. I would like to  
try to hold the  discussion within the bounds of reason.

Mr. McGhee . Very good. I have concluded my remarks on that  
subject, Mr. Chairman, I apologize for taking  too much of your time 
on that particular subject.

Mr. Hemphill. The reason for mv question is the fact that  I 
witnessed the Sta te Department policy of putting up a plant in 
Turkey, with U.S. funds, tha t ran a friend of mine out of his domestic 
business. But the thing that is bothering  me is the question of 
whether or not the private  company has got to make the profit, it has 
got to be sound business methods as opposed to what the Government 
has to do, because the Government gets the money whether it produces 
or not, whether or not tha t is best for this country  to have the thing 
run by this priva te company, or best for the future of this particular 
program. I am deeply concerned.

And I am also concerned about the delays tha t have come abou t 
because of this grasp for Government control at a late date  afte r it 
looks like to me we are getting along pre tty  well with the program
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from a private standpoint. And I do not own any stock in any com
munications company. So my interes t is purely  for the people of this 
country. And tha t has concerned me much in the course of these 
hearings.

And it  looks to me as if the  I .T. & T. has been able to expand and 
produce, which it has been able to do successfully, with a minimum of 
interference, but I suppose with some help, tha t maybe tha t is the 
pattern of success, i nd we could well follow the FGC ’s style.

That  we could well follow. The FCC is still going to have control 
over the situation  as far as rates, reports, profits, and revenue is 
concerned.

Mr. McGhee. I will not repeat what I have said previously on 
this same subject. I would just add that  we would expect this 
Corporation to act to the maximum extent possible as a private 
corporation.

Mr. Hemphill. Thank you.
The Chairman. Mr. McGhee, I think everything has just about 

been covered. You have been very cooperative in testifying on 
almost anything and everything tha t is involved in this beyond any 
possible purpose and interest of the State Depar tment , which is your 
home bailiwick. In view of th at, T would ask you if you or the S tate 
Departmen t have had any discussions or would have any interest  or 
concern about the type  of system that  might be involved.

I assume you would not have any direct interest o r control in that?
Mr. McGhee. Mr. Chairman, do you refer to the technical satellite 

system?
The Chairman. The type of system; whether it will be one not so 

far out, 7,000 miles, or the one 22,300 miles. What  the technical 
name would be I would not know.

Mr. McGhee. I may have personal views, bu t I would not be in 
a position to speak officially.

The Chairman. Of course, I think whatever system is determined 
upon would have a lot to do with participation in it.

As a mat ter of fact, your primary intere st in this bill, in addition 
to the overall admin istrat ion responsibility and authority,  is with 
those policies and provisions having to do with the S tate  Department ’s 
responsibilities?

Mr. McGhee. Yes, sir; the responsibilities for carrying out the 
foreign policy of the United States. But I would like to add, sir, 
that  this is a very great part of this proposed program.

The Chairman. Well, now, I think you have read a lot into it 
regarding the role of the State  Department. And I think that there 
has been a lot read into it. But let me remind you and others who 
have been going over it—and I do not want to be repetitious here— 
that  the bill creating the Corporation provides, section 301:

The authorization of a Corporation for profit to be known as the  Communica
tions Satellite Corporation,  which will not be an agency or establishment of the 
U.S. Government.

So I think we had bet ter get that  straight right off, that  this would 
establish a private corporation.

Mr. McGhee. Tha t is correct.
The Chairman. Now, later  on in the bill, it provides how tha t 

organization shall be set up, with a Board of Directors, the usual way
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that  we know. And it shall be opera ted by that  Board of Directors 
in the regular established way.

Now, in the third place, it provides for the financing. And all it 
does is to require, after sett ing up the policy tha t is proposed in this 
bill—I do not say that I agree with all of that policy—but it is 
necessary to have some kind of a setup for financing—that  the  priva te 
corporation shall comply with the regulations of the  various agencies 
tha t would be involved jus t as all other corporations  must comply 
with it.

In this instance the Federa l Communications Commission regulates 
and the Securities and Exchange Commission has something to do 
with the issuance of the stock.

Now, tha t is all, period. Private.
Th at is all a private  business operation; is th at not right?
Mr. McGhee. That is correct.
The Chairman. Now, your in terest stems from the section t ha t has 

been referred to three or four times, and that is, will the Secretary 
of S tate, perform certain functions, and so for th. And tha t is there 
solely for the purnose, as T understood you to say this morning, solely 
for the purpose that if it is determined, due to our foreign relations, 
tha t a pa rticular station in some par t of the world is necessary, in the 
interest of the United States, that  you could recommend to the Federal 
Communications Commission that such be established.

Now, if the Corporat ion decided it did not want to do it , and the 
Corporation did not  go to the Federal Communications Commission 
and meet the requireme ts and sav, we will spend our capital in this 
venture, is there any law tha t can require them to do it?

Mr. McGhee . Only the 214(d) section of the Communications Act 
of 1934, which has been referred to. This is the basis of the autho rity 
cited in the proposed bill.

The Chairman. That,  as I  gather  from your reading, did not give 
the Commission the auth ority  to require it, it gave the Commission 
the authority to determine whether or not such expansion of service 
would in any wav impair their service to the public.

I think there is a question there tha t had bett er be given some 
thought.

Mr. McGhee . I think  the a ct is clear on this. I could read it, sir.
Authorize  or require by order any carr ier pa rty  to such proceeding to provide 

itself—
et cetera, with the safeguards which were referred to earlier.

The Chairman. That is true.
And if there is any question as to what would happen to the  Corpo

ration with respect to the soundness of this organization, then that  
would have to be resolved.

Now, the othe r provision in which the Sta te Departmen t would 
have any auth ority would be in connection with 302, and tha t would 
be only through the action of the President.

It would seem to me insofar as the auth ority tha t is granted—well, 
402 is the one I  was looking for, page 17:

The conduct of foreign  negot iations .
Now, is th at any different from the actual practice we have today 

with reference to foreign negotiations  when interna tional carriers 
come and ask the assistance of the State Department?
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Mr. McGhee. Yes, sir. This is different from the present situation, 
in t ha t foreign carriers, not  being required by law to, very seldom—I 
have cited only three instances to the contrary—come to us and ask us 
to conduct their negotiations.

The Chairman. You mean they very seldom ask you to do it?
Mr. McGhee. Yes, sir.
In the three cases I have c ited—I am not sure whether the initiative 

arose from us or from them—but  these are illustrations of instances 
where we have negotiated in their behalf. But this is exceptional.

The Chairman. What would be your reaction to carrying on 
negotiations  according to the established precedents, providing tha t 
where it is necessary, then the Corporation could seek the assistance 
of the State Department?

Mr. McGhee. Yes, sir. It is felt that this would then cover all 
the possible contingencies, if the decision were made by the Cor
poration as to whether it sought  the assistance of the State Depart
ment in this regard.

The Chairman. What I had reference to is your state men t that 
you intended the Corporation to act as such as a nonprofit corpora
tion, and under our enterprise system, why not give the Corporation 
leeway to act wherever it needs to act, and so long as it is within the 
framework of our own interest, as has been practiced in the past, but  
in case conditions arise where you assistance is needed, to give you 
the right to go to the Corporation and talk with them about it.

Mr. McGhee. Of course, this legislation gives us the right to waive 
our right to supervise or negotiate in their behalf. And presumably in 
a given circumstance, to say tha t we see no foreign policy interest , to 
go ahead and negotiate the agreement within this or tha t framework. 
And I would envisage, as I discussed earlier, that  most of the ne
gotiations  would take place in tha t way, tha t they would involve 
commercial and technical m atte rs that we would not involve ourselves 
in.

The Chairman. Well, 1 will not go over these any more. T think 
the record is fully developed.

Let me, on behalf of the committee, thank you for your appearance 
and presentat ion today.

Mr. McGhee . Thank you, Mr. Chairman, for your patience.
The Chairman. Mr. Henri Busignies is vice president and general 

technical director of the Internatio nal Telephone & Telegraph Corp.
Mr. Busignies, you have some of your associates with you. You 

may identify them for the record.

STATEMEN T OF DR. HENRI G. BUSIGNIES, VICE PRESIDENT AND
GENERAL TECHNICAL DIRECTOR OF INTE RNATION AL TELE
PHONE & TELEGRAPH CORP., ACCOMPANIED BY BERTRAM
TOWER, PRESIDENT,  AMERICAN CABLE & RADIO CORP., AND
JOHN HARTMAN, COUNSEL

Mr. Busignies. Yes, Mr. Chairman.
With me are Ber tram Tower, president of American Cable & Radio 

Corp., A.C. & C., which is our in ternational communications operating 
uni t in the United Sta tes, to my left, and John Hartman, our counsel, 
to my right.

The Chairman. Very well.
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Mr. Busignies. Thank  you, Mr. Chairman.
I will not  repeat my own introduction. And I will only add to it 

tha t I have served for 34 years with the ITT system.
We appreciate the opportunity  to express our views with respect 

to the space satellite communications legislation you are considering. 
The subjec t is an important one from many viewpoints. Satellite 
systems properly created and managed can become highly useful 
additions  to the communications facilities of the world, and their 
possible use as instruments of governmental policy is one reason for 
your inquiry  here today.

Four times before—one a week ago—I have had the privilege of 
appearing before committees of the Senate and the House of Represent
atives on the subject of satelli te communications. It may be not 
without interes t to you that  on the first occasion, nearly 3 years ago— 
March 3, 1959—I presented to the House Commit tee on Science and 
Astronautics a solution of the technical problem very much m line 
with present thinking.

I believe that you have before you copies of my prepared sta tement. 
You al ready gave me your approval that I proceed and present it.

ITT is very much interes ted in the space satellite communication 
legislation under consideration by the committee. We are interested 
from a research and development and manufacturing standpoint as 
well as in the use of satelli te systems for communications purposes. 
A few facts and figures will tell you why.

ITT  is the largest  American-owned internationa l enterprise engaged 
in research, manufacture , service, and operat ion of telecommunication 
and oth er electronic equipment on a global scale. We have more than 
150,000 employees in 49 countries.

We own and, through subsidiaries, operate radio facilities in Ar
gentina , Bolivia, Brazil, Chile, Cuba, Ecuador, Peru, Puerto  Rico, 
and the Virgin Islands, which provide international telephone and 
telegraph services. Internat iona l radio telegraph stations are oper
ated also in the new Sta te of Hawaii, the Philippines, and in Tangier, 
Morocco. We also have a join t and equal interes t with A.T. & T. in 
telephone cable facilities providing communication services between 
the United States  and Puerto Rico and between the United States and 
Cuba.

We own 100 percent of American Cable & Radio Corp., the largest 
American-owned international telegraph carrier providing service by 
both  cable and radio. A.C. & R. telegraph cable circuits extend to 
the United Kingdom, the continents of Europe, and to Central 
America, South America, and the West Indies, as well as linking the 
various countries and territories of Latin America and the Caribbean 
with one another. A. C. & R. operates radio-telegraph circuits be
tween the United Sta tes and most of the principal countries of the  
world; also between several countries of South America and the  
United States, Europe , and the Far East , as well as among Lat in 
American countries. Circuits are maintained also between the Ph ilip
pines and Far E aste rn points.

Out communication companies have been in business for almost 
80 years. American Cable A Radio has invested over $80 million in 
operating plant. The investment in other  ITT communications op
erating plan t outside continental United States is in excess of $200 
million.
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Our manufacturing companies overseas are the world’s largest 
suppliers of telecommunication equipment outside the United States. 
Their markets include every major country in Europe and most 
developed and underdeveloped countries elsewhere in the free world.

Our research laboratories have contributed basic developments to 
telephone switching, wire and cable, radio, radar , air navigation, and 
now to the new field of missiles and space. An ITT engineering 
company designed and is bui lding for NATO the command communi
cation network from northe rn Norway to eastern Turkey, and an 
ITT service organization maintains and operates the DEW line of 
radar defenses from Alaska to Greenland.

The committee may be aware tha t ITT  laboratory  and manufac
turing units have already made substan tial contributions to electronic 
developments in the satellite field and are continuing their work in 
tha t area. They developed and built the entire ground communica
tion system for the Courier satellite, which was the first communica
tion satellite designed for message or, if you prefer, teletype operation 
on a worldwide scale. We partic ipated in the development of the 
Transit satellite program.

We applied to and received from the Federal Communications 
Commission a license to track  satellites and space probes, and to 
bounce signals off the Moon for propagation and component testing 
in anticipation of intercontinen tal communication bv this means. 
This was the first allocation of radio frequencies to private  indus try 
by the U.S. Government for such a purpose.

Pursuant to this license, we have designed and built  a complete 
ground-terminal space sta tion entirely at our own expense. This s ta
tion, constructed at the site of our laboratories in Nutley, N.J., is 
equipped with a 40-foot parabolic antenna, high-power transm itter, 
and sensitive receiver, and it will be used in the  Project Relay satellite 
communication program of NASA. This sate llite is expected to be in 
orbit by the middle of the year, and our ground station is ready for 
operation with it 6 months ahead of the required time for participation .

We made this possible by initiating work on our installation more 
than 2 years ago. We are training our people now for the job they 
will have to do when the Relay satellite is in orbit by having them 
regularly send signals to, and receive them back from, the moon. In 
the near future we expect to establish communication via the moon 
with our laboratories in England, for further experimentation and 
training.

We are presently developing and constructing entirely  at our own 
expense two mobile ground stations, installed in tra ilers and equipped 
with large demountable antennas. These two stations may be shipped 
complete to any pa rt of the world and placed in operation in a m atter 
of days. One is intended to be the South American terminal of 
NASA’s Project Relay.

The expense involved in this one effort is of the order of $1 million. 
The cost of the  fixed terminal at our Nutley laboratories represents a 
large fraction of another  million dollars. This does not  include large 
expenses of research and development on components and equipment 
applicable to space communicat ion.

We have designed these fixed and mobile stations with the medium 
and small capacity needs of a very large number of the world’s 
nations  in mind. They provide between 12 and 60 voice channels 
and are economical and practical in design.
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ITT  communications companies in the United States  and Puerto 
Rico partic ipated in the work of the ad hoc carrier committee and 
signed the re port  made by tha t committee to the  Federal Communica
tions Commission. We adhere to the principles and concepts of the 
recommendations made in tha t report .

Therefore, we find ourselves in disagreement with some provisions 
of the bills before you. We will limi t our discussion to these areas of 
disagreement but will confirm later some of the important points 
of agreement .

We recognize the presence of a conflict that can be resolved. The 
normal business interests of the common carriers call for the develop
ment of satellite communication along competitive and economical 
lines which may require several years to develop with progressive 
application  as markets for services develop.

On the other  hand, the needs of the U.S. Government for the very 
early application of satellites to communications for prestige, cold 
war situat ion, propaganda, et cetera, will require nonprofitable com
munication with many nations for a long time.

The Government likewise requires television services in vast areas 
where such a service would also be in deficit for undetermined periods.

The Government wants both goals to be achieved very early with 
techniques and equipments which necessarily would be too costly 
and inefficient for private operation at a profit; probably  requiring a 
number of systems which will have to be replaced many  more times 
than good business judgm ent would support.

This conflcit is basic, and it appears to account for a number of 
provisions in the bills with which we disagree.

1. We do not agree under the conditions set forth tha t it is proper 
to legislate a new, general public ownership of the corporation.

2. We think tha t the interna tional  common carriers should own 
directly the ground stations, at least. We think tha t the international 
common carriers should also own the U.S. intere st in the satellites 
and related tracking facilities, as recommended by the ad hoc 
committee.

3. However, we suggest tha t because of U.S. Government require
ments, well recongized, which will result in much greate r expense and 
relative inefficiency in business operations, the Government should 
support this part  of the program directed toward these requirements.

We will now develop these points further.
It  is useful at  this point  t ha t we confirm our support of competitive 

bidding for all materia l and equipment involved in the satellite, the 
United States end of the communications network, the vehicles, and 
the space equipment. We also recognize th at satellite  communication 
must  be available to all entitled to it, without discrimination.

Finally, we are agreed that  satellite communications services must  
be subject to the well-established controls of the  FCC.

The first point: public ownership. We do not  believe that the 
broad-based public stock issue proposed by H.R. 10115 and H.R. 
10138 is sound. At best the Satellite  Corporation will need a number  
of years to be self-supporting and dividend-paying under the most 
advantageous conditions; tha t is, when designed to provide for the 
efficient and marketable services exclusive of the special needs of the 
U.S. Government. Even after tha t time it would be earning at a 
strict ly limited, regula ted rate of return . The per-share price of class
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A s toc k is su ggested  at  a figure, $1,000, which ma y be high enough to 
avo id an y possible en tra pm en t of the  sma ll inv est or.  Ye t the re is 
no th ing ab ou t the  pro gra m to a tt ra ct the lar ger or  insti tu tio na l 
inv est or.

If  th e s ate lli te sys tem on its  own and  u nd er  se pa ra te  and  new pub lic 
owner ship, is expected to earn a pro fit from the  t ime it becomes op era 
tio na l, its  costs mus t be ref lec ted  in ra tes to the  user  mu ch higher  
than  tho se now in effect throu gh  othe r exis ting  m ean s of com munica
tion. I t ma y no t soon or  ev er  earn a pro fit if the nee ds of the  U.S.  
Go ve rnme nt  are to be sat isfi ed.  Ye t the  ra tes to th e pub lic for 
service throug h the  sa tel lite syste m cannot be and should not be at  a 
much hig her  level th an  for exist ing  facilities if the sa te lli te  sys tem s 
are  to a tt ra c t use.

On the  oth er han d, if the sa tel lite sys tem  is owned by  the  in terna
tional  c ommon carr iers , the  cos ts of su ch ope rat ion , combined with t he 
cost s of opera ting exis ting  faci lities, can be average d and we can so 
avoid  the nece ssity for hig hly  increased ra tes  during the ear ly yea rs 
of the  sat ell ite  program .

The effec t of cre ating  a  new c orp ora te en tit y wi th new p ublic stock
holders  would  be to add  sti ll an oth er  elem ent  in the com munica tion s 
service, whose owners wou ld pro per ly expect a fai r re tu rn  on the ir 
inv est me nt.

I t  has been sugg ested th at one purpose  of the  stock issue  is to give 
the  ge neral publ ic an op po rtu ni ty  to inv est  in thi s new dev elopm ent  of 
public concern . Ye t it  should  be obse rved th at  the  common  ca rri er ’s 
own ersh ip of the  satell ite  syste ms  would in itse lf im me dia tely crea te a 
su bs tant ia l public i nvest me nt in terest in the  s ate llit e sys tem s, and one 
th at  is alr eady  widely spr ead  th roug ho ut  t he publ ic. All of t he ma jor  
U.S.  com municatio ns car rier s, either directly  or throug h the ir pa ren t 
companies,  are owned by  the general  publ ic. Thus,  there are millions 
of Am ericans  who a lready  ha ve  a financial int ere st in  the  use  of satelli te 
sys tem s by  the  common car rie rs.  To establ ish  a new  publ ic stock 
issue corporat ion  for sa tel lite  sys tem s alone,  ap ar t from  the  exist ing 
sys tem s, would have the  effect of serio usly  diluti ng  th e inv estme nts  
th at  the public, rep resent ed by  the exis ting  stockh old ers  of the  com
mu nic ations carr iers , has  in exi stin g plant.

I t  would then be the  dut y of the  common car riers to  their  s tock
hold ers to avoid  such  dil uti on , inso far  as possib le, which would un 
do ub ted ly  tend to reduce  th ei r use of the  sat ell ite  sys tem s in favor of 
the  existin g sys tems which the car rier s own.

Th ere  are  all the  elements  of conflict betw een th e exi stin g investors  
in in ternat iona l common carriers  and the  possible new inv estors  in a 
sat ell ite  corporatio n. How can  the FC C establ ish  tw o rat es?  Or 
impose loss ope rations  on th e inv estors  of th e Sa tel lite Corpo rat ion ? 
Or decide wha t traffic  will  go t o  t he  p resent  netwo rk or to  the  sa tell ite 
sys tem ?

This seems difficult, if n ot impossible,  to  admi nis ter . How  will the 
users decide what sys tem  th ey  wa nt to  use?  And if th ey  are not 
allowed to  decide, who will dec ide for them —th ereb y arbi tra rily 
placing losses or prof its in one  or th e othe r sys tem .

The new public inv estors  cann ot  know at  all wh at to  expec t in the 
fu ture  under these con ditions , and very dam agi ng an d co ntr ad ict ory 
pressu res  will develop in th e runn ing of the Sa tel lite  Corpo rat ion .

Th e conside rations  of th e ad  hoc com mittee were  bas ed upon th e 
usefulne ss of satell ite  syste ms  for  common carrier pur poses  as such.
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We contemplated a far less pretentious financial program than  is 
visualized by the bills before and as has been suggested by public 
officials in recent months. To serve U.S. governmental aims, with 
which we are fully in accord, it will be necessary to  develop the satel
lite systems far more rapidly  tha n can be justified economically for 
common carrier purposes alone. Neither the communication nor 
television markets of the economically less developed countries can 
support the addition of sate llite service economically for many years 
to come.

We suggest, therefore, t ha t it is entirely appropria te for the satellite 
program to be supported financially by our Government insofar and 
in the degree to which added costs are occasioned to meet U.S. gov
ernmental objectives. The common carriers have the capability  to 
create satellite systems for commercial communications purposes for 
which there is foreseeable need. But the amounts  now being sug
gested for capitalizing the program envisaged by the Government 
suggest tha t our Government ’s support in some manner and to some 
degree is essential.

In these connections, we recommend that,  if the U.S. Government 
wants these services, contracts  be entered into between the Govern
ment and the Satellite Corporation at rates  which would permit a 
normal operation of the Satellite Corporation.

The second point: Ownership of ground stations. To be effective, 
the international communication system satellites must be joined 
with other facilities, both here and abroad, which are required to 
provide communication services. The satellite will be a relay station 
in space for very high frequency or microwave radio transmission, 
jus t as similar sta tions on earth function today on a smaller scale of 
altitude and distance. The satellite will provide operation over 
much greater distances while, at the same time, producing far larger 
capacity than is made available through conventional means of radio 
communication.

We suggest, in terms of present legislative considerations, the 
principle tha t a satellite system should be the responsibility of those 
who will use it to provide public service.

As presented in the report  of the ad hoc committee, we believe 
that the licensed users—the regulated common carriers—should own 
the satellite system so tha t they can make use of all their knowledge 
and talent  to provide the best and most economical service.

For most people, the telephone subset or the teleprinter and a pair 
of wires fading rapid ly out of sight represent the science and business 
of communications. Because this is so, there is, generally speaking, 
a complete lack of understanding of the fantas tic complexity of the 
problems and techniques involved in making it possible for millions 
of people to talk to each other the world over, or exchange messages, 
or in transmitting television pictures across a continent. Many of 
the world’s most talented scientists and engineers have devoted a 
lifetime of tremendous effort to resolve these problems.

Think for one minute of the millions of relays, transistors, diodes, 
and radio beams; of the problems of get ting the many different sys
tems in different areas to interwork with one another; of the semi
automatic or automatic  signaling systems which actuate the circuits 
and must respond over vast areas to the proper impulses representing 
the proper numbers. Now think of the considerable added complexity
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resulting from the fact that  a single synchronous satellite over the 
Atlantic may serve 50 to 100  nations, must respond to all channel 
assignments, and must permit exchange and full allocation of the 
communication capacity at  all times.

The satellite proper will probably be wide-band, accepting and 
faithfully retransmitting the thousands of signals received. Without 
underestimating the problems of placing it there in space and keeping 
it working for long periods, which are scientific problems of large 
magnitude, the great complexities will be in the ground system, the 
organization and distribution of the channels, the interface with all 
other ground communication systems the world over—operated by 
the U.S. common carriers an d their counterparts abroad. The knowl
edge and talent to resolve in reasonable time all these problems is 
located with the telephone and telegraph carriers which, over a long 
period of years, have placed in service the remarkable systems now in 
existence.

The technical equipment on the ground, which connects the various 
communication systems, should be specified and controlled by these 
men of experience. To allow this specification and control, this 
equipment should be owned by their companies. This places the 
technical responsibility for the satellite system squarely where it 
belongs. Otherwise, the responsibility will be split.

The Satellite Corporation under separate ownership and without 
this experience would have to find hundreds of scientists and engineers 
to resolve all these problems. Conflicts with the international com
munication carriers would almost inevitably develop. Where will 
all these experienced men be found?

It  should be noted also, as the pending bills provide, that  the satel
lites themselves must be made available in some degree to foreign 
ownership and control. It  is n ot desirable, however, tha t the ground 
transmitting and receiving facilities in the United States be included 
in such foreign ownership interest and, to the contrary, foreign owner
ship of radio transmitting facilities in the Uni ted States  is contrary to 
present law.

By the same token, it is highly probable tha t the foreign govern
ment administrations or companies which operate radio facilities 
abroad will not welcome American ownership in their  ground trans
mitting and receiving facilities. To include the U.S. ground trans 
mitting and receiving stations in the satellite corporation undoubtedly  
would complicate the negotiations for foreign partic ipation in the 
satellite systems.

Both of the bills before you contemplate ownership of the ground 
transmitting and receiving stations by the Satellite Corporation, as 
well as of the satellites and associated tracking facilities. In our view, 
this is no t desirable. Control of transmitting and receiving facilities 
is a fundamental par t of the responsibility of the carriers providing 
communications service. They  should not be deprived of such con
trol if they are to remain responsible for the rendering of such services.

We do not presume at  this time to present you with final solutions 
or wordings of the modifications corresponding to our views, but  we 
offer our cooperation to participate in any consideration tha t you 
may wish to give those views.

This, Mr. Chairman, completes our testimony.
The Chairman. Thank you very much, Mr. Busignies.
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Mr. O’Brien, any questions?
Mr. O’Brien . I have two or three, Mr. Chairman.
Doctor, obviously from your testimony you envision a truly  global 

system of communications. I would like to ask you this question: 
Do you think if we refrain from entering into this field because some 
Communist countries might participate tha t we would do ourselves 
more harm ultimately than we would do to them?

Mr. Busignies. I do believe it, because the free world probably  
handles between 80 and 90 percent of the total interna tional  com
munications of the world. And among that  share of international 
communications, 75 percent of the tota l touches the United States, 
either coming or originating or using the United States as a relay 
point. I believe that our position is so strong tha t we may not have 
to be concerned about  the relative ly smaller aspect of their communi
cations at this time.

Mr. O’Brien . I note that  3 years ago in your testimony you were 
a prophet. And I wonder if perhaps today you are in tha t area, 
because you mentioned bouncing signals off the moon. Ultimately , 
isn’t it your idea and the idea of many people that the true satellite, 
the ultimate satellite in this field may very well be the moon?

Mr. Busignies. Sir, I do not think  so, because of the time it takes 
a radio signal to get there and come back, and because the moon is 
not available at all times, even though the use of the moon might be 
practicable  for telegraph communications and message commu
nications.

Mr. O ’Brien. Now, as a businessman, if you were asked by a friend 
for advice on the purchase of an economic in terest in this new field, 
would you feel free to recommend to a friend tha t he invest any 
subs tantia l amount in this  proposed public offering?

Mr. Busignies. I would have to tell him honestly that I don’t 
recommend i t, because I wouldn’t do it myself.

Mr. O’Brien. In other  words, under that there might be a benefit 
possibly for your fr iend’s grandson. Now, if you were to recommend 
another form of investment, the investment in private carriers now 
entering  into this field, would you think it would be wise for your 
friend to invest in those priva te carriers in view of their  entry into 
this new field?

Mr. Busignies. I think I would recommend that this could be 
good. However, I would add one comment. I would say, you prob
ably would have to watch this new undertaking to see that it remains 
an economical and a commercial service, because if it has to cover 
many unprofitable areas of the world, or if it  would have to provide 
services like television in broad areas which would not be economical 
for a long period of time, then this undertak ing might not be a profit 
able one. So I would recommend it on the basis of regular normal 
expansion of the commercial communications facilities of the inter 
nationa l communication carriers.

Mr. O’Brien. Now. several witnesses have referred repeated ly to 
this proposed public stock offering as private  enterprise. They have 
emphasized tha t, it seems to me. Do you think if this is to be a 
test  of accomplishment between private enterprise and the totalita rian 
system which has had some spectacula r success out there, tha t it 
would be the fairest possible test of those two systems through the 
proposed public sale of the Corporation?
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In other words, what I am trying to say is, do you think that private 
enterprise  could do a bet ter job if we took some of the shackles of! 
priva te enterprise and let it go ahead?

Mr. Busignies. I am sure tha t private enterprise could do this job.
Mr. O’Brien. Well, priva te enterprise as represented by you and 

your company have done quite a job already in this field; is tha t not 
true?

Mr. Busignies. I think  so, sir.
Mr. O’Brien. Mr. Chairman, I think that  is all I have. Thank 

you very much.
The Chairman. Mr. Younger?
Mr. Younger. I will have to congratulate you on a very good 

statement  here. Several things ought to be covered here. One, you 
mention that the ground stations and transmitt ing stations ought to 
be owned bv the carriers and not by the Corporation; is tha t true?

Mr. Busignies. Yes, sir.
Mr. Younger. How about the investment in these foreign coun

tries; will the common carriers be encouraged to make the investments 
of receiving stations or transmitting stat ions in these foreign countries 
if the foreign countries are going to be free to take those investments 
over without  any compensation?

Mr. Busigni es. Well, sir, 1 could probably explain briefly this as 
follows: 1 see three categories there in terms of ground stations. 
Firs t, the U.S. terminals : One station with high capacity would serve 
for quite  some time, and perhaps an addit ional or two smaller stations 
of smaller capacity. Those, in our views, would be owned by the 
internationa l common carrie rs. They are ready to build them. They 
have done it already, as a ma tter  of fact.

The other category is the developed countries. We know by past 
experience that these countries will want to own their  stations; tha t 
the British Post Office, the French PTT, the German Bundespost, 
will build their own ground stations and invest in tha t; therefore, the  
Satellite Corporation does not have to worry about tha t expenditure.

There remain the less developed countries. The less developed 
countries will want to participa te in this  program, I am sure. And 
in some areas, for instance, where our company has terminal rights 
tha t is, that we are in business already furnishing communications 
service, we would certain ly in these cases offer the service and nego
tiate  to establish terminal points.

Now, in these cases which are not covered by this condition which 
is the most common case—T am still in the less developed countries—■ 
these countries will want stations;  they will probably not assign ter
minal rights to any company in particular ; they will probably want 
either to rent the service from the Satellite Corporation or they might 
wish to be given—I wouldn’t be surprised at all—the station as par t 
of a foreign-aid program.

Therefore, there are many  ways by which the world network can 
develop without requiring a direct investment by the Satellite 
Corporation.

Mr. Younger. Now, you mention about the Government being 
interested in this system for propanganda, prestige purposes, and so 
forth. What do you envision in connection with that?

Mr. Busignies. Sir, I have read the state men t of the President  
in July of last year, and I have read many other statements, and
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they all have given us the impression—and we do not necessarily 
disagree—tha t the policy of the Government would be to take advan
tage of our technical leadership in communications and in space to 
show the world our capabilities and to furnish services to the world 
which contribute to the prestige of the United States, and to better 
relations between all the countries  of the world. That  would be in 
terms of terminal points in many places where operations would not be 
profitable, in many small countries  where even a relatively small 
capaci ty station might be a burden.

Another application tha t we have seen proposed is worldwide 
television, coming from the United  States as a means of d istribu ting 
culture, propaganda in some cases, to make the United States bett er 
known, and to know bet ter the other countries.

Now, if we equip a number of less developed countries with tele
vision transmitting and receiving equipment, the overall satellite 
project becomes quite uneconomical.

So in our views we separate the normal commercial operations 
which the international carriers can provide satellitewise, from these 
requirements of the Uni ted States that I am not qualified to fully eval
uate, except tha t as a citizen I think they do have great importance.

But if this is U.S. policy, and tha t the satellite system has to provide 
for television, and cover large areas where communications are not 
profitable, then we think tha t these special requirements of the U.S. 
Government could be satisfied by the Government engaging into 
contracts with the Satelli te Corporation to furnish services at rates 
which might be higher to compensate for the added costs involved.

M r. Younger. Do you think tha t the negotiations between 
the Corporation and the Government could be r athe r easily settled?

Mr. Busignies. Yes, sir.
Mr. Y ounger. Do I understand that your company is willing, 

ready and able to partic ipate  and take a part in a private ly owned 
corporation?

Mr. B usignies. Yes, sir, we positively indicated this at the time 
of the study of the ad hoc committee, and we haven’t changed our 
minds.

Mr. Younger. That  is all, Mr. Chairman.
The C hairman. Mr. Nelson?
Mr. Nelson. No questions, except to thank  the gentleman for 

the fine sta tement, which was very informative and which must have 
represented a lot of work.

Mr. B usignies. Than k you.
The Chairman. Mr. Dominick?
Mr. Dominick. Just  one question, Mr. Chairman.
Is there any necessity that you see to permit the Soviet bloc to 

participate in the ownership of this type of corporation?
Mr. B usignies. No, sir. However, 1 do not know all the inte rna

tional rules and regulations, and, therefore, my statement has to be 
taken with some qualifications. It may be that within the inte r
national telecommunications union we have made agreements—- 
I am sure we have—-and we are engaged with these countries to the 
point where it might be highly embarrassing to change our normal 
relationships on communications because there is a new system. 
I have not studied  this.

Mr. Dominick. Thank you for a very fine statement.
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The Chairman. Mr. Busignies, I want, also, to compliment you 
on your statem ent. I assume from what you say here t hat  you en
visage a program here to supplement existing international  communi
cations.

Mr. Busignies. Yes, sir.
The C hairman. And you would have in mind that the two systems 

would be dovetailed togethe r to provide the best possible service.
Mr. Busignies. Yes Mr. Chairman. I could give you one example, 

for instance. We believe strongly tha t the synchronous satellite 
system is a very good system for the future, and that it is the simplest, 
with the smallest num ber of satellites, and the simplest ground equip
ment.  But there is a problem when we have two such satellites in 
succession, as needed if you want to cover the whole world.

It takes a littl e time for the signal to go up to the satellite and come 
back. So when you have only one relay up to 22,000 miles and back,  
in our opinion the time delay is not excessive, and this relay provides 
for a satisfactory communication. But if you have two such relays in 
succession, then the tota l delay begins to be noticeable. You have 
to wait a litte time after  you finish talking to get the answer; this 
waiting period would be of the order of one and a-half seconds. Mr. 
Chairman,  by using the  existing system with the satellite system, we 
could avoid the second de lay of the second relay for the communica
tions reaching the othe r side of the world by using the extending or ex
panding  telephone cables for tha t relay and the satellite for the other. 
This is one of the advantages of having a combined technique avail
able in a single ownership.

The Chairman. Would your company participate in a program if 
it were to follow the public ownership participation proposal as in some 
bills here, and the othe r provisions of broadening the operation, and 
so forth?

Mr. Busignies. No, Mr. Chairman. We looked at it very care
fully. And we do not  think  that  we could partic ipate  on the basis 
of the admin istrat ion’s bill.

The Chairman. Your company does not feel, if you can say cate 
gorically, your  company does not feel tha t it would participate in a 
priva te corporation se t up as recommended here by  the administration 
bill?

Mr. Busignies. You see, sir, with the type of controls which are 
placed on this Corpora tion, and under the description of it that we 
have seen in the bill, w'e do not see th at we could participa te in the 
running  of this operation. We would just be an ordinary investor in 
this organization.

The Chairman. Would you participate in a program envisaged 
where the common carriers themselves would have the minimum 
stockholdings of $100,000?

Mr. Busignies. Certa inly, we would immediately participate.
The Chairman. Do you have any estimation as to what degree, 

how many shares at $100,000 your company would take?
Mr. Busignies. Well, sir, we considered this seriously at the time 

of the study  of the ad hoc committee; our participat ion has to be 
related to our own use of the system. So we calculated our share, if 
I am right, one of o ur companies indicated tha t they could parti ci
pate  about $5 million, and another about $800,000. This participa
tion is in the sa tellite itself; the ground stations would be additional.
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The Chairman. I wish I had the opportuni ty to ask you several 
other questions, but the House is calling us now, and we must go.

Thank you very much for your  statement. We appreciate it.
Mr. Busignies. Thank you, Mr. Chairman.
The Chairman. The committee will adjourn until 10 o’clock to

morrow morning.
(Whereupon, at 4:55 p.m., the committee recessed, to reconvene at  

10 a.m., Friday,  March 16, 1962.)
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M A R C H  16,  1962

House of Representatives,
Committee on Interstate and Foreign Commerce,

Wash ingto n, D.C.
The committee met, pursuant to recess, at  10:17 a.m., in room 1334, 

New House Office Building, Hon. Oren Harris (chairman of the  
committee) presiding.

The Chairman. We are resuming hearings this morning on legis
lation for the establishment  of a commercial communications satellite 
system. We are glad to have Mr. James E. Dingman, executive vice 
president of American Telephone & Telegraph Co. here.

Mr. Dingman, we shall be glad to have your statement at this time. 
If you have anyone else with you, on whom you might  call, or who 
you would like to identify for the  record, you may do so a t this time.

Mr. Dingman. If the occasion arises, Mr. Chairman, I will do so.
The Chairman. All right.

STATEMENT OF JAMES E. DINGMAN, EXECUTIVE VICE PRESIDENT, 
AMERICAN TELEPHONE & TELEGRAPH CO.

Mr. Dingman. Mv name is James E. Dingman. I am executive 
vice president of American Telephone & Telegraph Co. I appreciate 
the opportunity to appear before your committee to express my com
pan y’s views.

I believe there is unanimous agreement with the declaration con
tained in H.R. 10115—
th a t it  is th e  po lic y of th e  U ni ted S ta te s to  es ta bl is h,  in  co nj un ct io n and  in  
co op er at ion w ith  o th er co un tr ie s,  as  ex pe di tio us ly  as  pra ct ic ab le  a co m m er ci al  
co m m un icat ions  sa te ll it e  sy st em , as p a rt  of an  im pro ve d glob al  co m m unic at io ns  
ne tw or k * * *.

And it is certa inly a fact, as the President  has  stated, tha t—
th e  ac tu al  op er at io n of  s uc h a sy st em  wou ld  pr ov id e a  d ra m at ic  dem onst ra ti on  o f 
ou r le ad er sh ip  in  th is  are a  of sp ac e ac ti v it y , our  in te n ti on  to  sh ar e th e  be nef it s 
of sp ac e fo r pe ac eful  use, an d th e ab il it y  of th is  N at io n  an d it s ec on om ic  and  
po lit ic al  sy st em  to  ke ep  pa ce  w ith  a ch an gi ng  an d co mplex  wo rld .

What is essential now is that an organization be established promptly 
to push the job forward aggressively so that  these objectives are 
attained  as rapidly as possible.

It is well recognized that we in this count ry cannot unilate rally 
construct a communications satellite system and impose it on our 
foreign friends. They will wish to participate in ownership of the 
satellite system. Their agreement must be obta ined with respect to 
its technical specifications. They will also provide the ground s tations 
within their borders which will receive from and transm it to the 
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satellites. But as was done in the case of existing oversea radio and 
cable communications facilities, we can initia te the program and 
through our technical competence and leadership bring this new 
international communications facility into being.

The magnitude of this task is very great. It  will require an or
ganization having technical competence of the highest order, and this 
competence must  be recognized both here and by the communications 
agencies abroad. Expertness in the communications art must be 
accompanied by a thorough understanding of the communications 
business and an ability to deal with our foreign counterparts with re
spect to the many intrica te commercial and technical arrangements 
which must be made. Above all, the organization must be service 
minded, must sincerely believe in the objectives of the whole program, 
and must be willing to take the very real risks inherent in the speedy 
establishment of this new and untried communications facility. 
There can be no conflicts in objectives within this organization, no 
overabundance of caution, no pennypinching spirit. This organiza
tion must also be free, under appropriate regulation, to exercise 
initiative and leadership and to move forward promptly.

It  is with these basic thoughts in mind that we have carefully and 
objectively examined the proposals contained in the pending bills for 
the organization, financing, and operation of the U.S. interest in the 
proposed system. Briefly, our comments are these:

First, we believe tha t the ownership of the stock in the proposed 
Satellite Corporation should be limited to communications carriers 
approved by the FCC to own shares of such stock.

Second, we believe tha t the ground stations (referred to in H.R . 
10115 as “satellite terminal stations” ), which transm it and receive 
communications signals to and from the satellites, should be owned 
and operated by the carriers and other authorized  users and not by 
the Corporation.

Third, we believe that the proliferation of governmental super
vision provided by H.R. 10115 could result in conflict and confusion 
which might smother the initiative and leadership which are essential 
to the accomplishment of the national purpose involved.

SA TE L LIT E S IN  A COM M U NIC ATI ONS SY ST EM

In discussing these comments, I think it will be helpful to explain 
briefly how communications satellites will fit into the existing world
wide telephone communications network. We inaugurated  inte r
national telephone service on a commercial basis in 1921 in Cuba. 
The first regular service to Europe was provided between New York 
and London in 1927 by means of longwrave radio. Since then there 
have been many improvements in the facilities used in oversea serv
ice—shortwave radio, troposcatter radio and, since 1956, submarine 
telephone cables have been employed. These facilities are, of course, 
only connecting links between the internal communications networks 
both here and abroad. Without these networks the international  
facilities w’ould have little  or no use or value.

The attached  map shows the existing and presently planned sub
marine telephone cable facilities and also the many points which are 
reached by radio facilities.

(See facing page for map mentioned.)
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I may say tha t map is a small replica of the big one that  is over 
there on the chairman’s right. It  is in the testimony here. These 
facilities in conjunction with the internal communications networks 
here and abroad today provide a global telephone communications 
service. A telephone subscriber in the United States can now be 
connected with 98 percent of the world’s telephones and this includes 
more than  90 percent of the  telephones in Asia and Africa.

This service has developed rapidly in the past decade to meet the 
ever-increasing need for communications. For example, since 1950 
service has been extended to 60 new countries or areas, many of them 
developing regions of growing economic and political importance.

We and our oversea counterparts are continuing to build additional 
undersea cable systems to meet the demand for more and better in ter
national telephone service. As you see on the chart,  a fourth cable 
to Europe will be laid in 1963 which will be owned one-half by my 
company and one-half by the British Post Office. In 1964 a new 
transpacific telephone cable will be laid by my company in coopera
tion with Japanese interests and the Hawaiian Telephone Co. We 
also plan soon to connect South America by cable.

How will communications satellites fit into this worldwide com
munications network?

A satellite  communications system would be uniquely suited to 
expanding service to the developing areas of the world. It would 
provide added security and reliability, both by making available 
alte rnate routes and by affording direct access to those areas which 
are now reached only by means of either high frequency radio, which 
is subject to sunspot interference, or by intermediate land links through 
other  countries.

Basically, communications satellites are space vehicles which carry 
microwave amplifiers. These are like the devices which you see on 
the microwave towers throughout the Nation and which are in very 
widespread use in our domestic  communications network. The ground 
stations, or so-called sate llite terminal stations,  are simply microwave 
radio transmitting and receiving s tations with ultrasensit ive receivers 
and devices for high-a ltitude aiming of their antennas. The com
munications satellites high in space permit the relaying of line-of-sight 
microwave signals between ground stations  over long distances unim
peded by the earth’s curva ture.

Now let me briefly demonstrat e by means of an exhibit we have 
here how communications satellites  would fit into the existing com
munications system.

If you will look at that  exhibit, let us assume that  we want to 
establish a call from, say, the northwestern part of the United States 
to, say, Rome. You can see that the call originates over there at A, 
which we will call Seattle, goes through, perhaps, an intermediate 
switch point, which might be Chicago, or half a dozen other places. 
In the example shown here, we are using high frequency radio between 
the east coast terminal of the United State s and the terminal in 
Europe. It goes from there on to F.

Now, another example—a call may go via San Francisco, rather 
than Chicago. In actual practice, it might go any one of a half a 
dozen ways.

Now, this same call, going across the Atlan tic Ocean—since 1956, 
it might well have been handled  by a cable, as you see there. The
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customer who originated the call wouldn’t know or wouldn’t care, as 
long as he got a good conversation, which is basically what he wants.

Now, if we get a satellite system, it could be tha t the same call 
would be handled by the wave going up to the satellite, being relayed 
and amplified, and received again, and ultimately put into the same 
switching sys tem as the other circuits  are.

A satellite communications system is a point-to-point system. It 
will give you channels between D and E, as illustrated in this exhibit 
here. It must be integrated into the network, just like the other 
facilities are.

Now, the ground stations  could be the ones illustra ted as D and E 
there. Those are the places where people are going to have to be. 
There are going to be no people up in th at satellite. And the satellite, 
once designed, can be used with a number of ground stations. It  is not 
limited to working with jus t one ground station.  And in a way, the 
satellite really becomes a part  of the ether, if you look at  i t from that 
concept, and can be a commonly used device. The people at the 
ground stations are the ones who are really going to determine the 
kind and grade of service and the design of the equipment you use 
in the ground stations is impor tant.

That is why we want the ground stations to be in the hands of the 
carriers.

T think it is obvious from this brief demonstration tha t satellites 
will be evolutionary, not revolutionary, in character. They will not 
const itute a communications system in themselves but will merely 
serve as an intermediate link in a system tha t provides complete 
communications service. The degree of the ir usefulness in providing 
communications services will depend upon their proper integration, 
on an economically sound an d operationally efficient basis, in the va st 
complex of domestic and internat ional common carrier facilities.

G RO U N D  ST ATI ONS

I have said that we believe the ground stations should be owned 
and operated by the carriers. I think you can now see tha t the 
ground stations will be the key to the proper coordination of the 
communications satellite channels into the domestic network. As 
such, we look upon them as an integral par t of tha t network.

We therefore believe ground stations should be owned and operated 
bv the  carriers who are responsible for the operation of these networks. 
Based on my personal experience of many years with our long lines 
depar tment coordinating the operations of our domestic and oversea 
long-distance networks, I strongly believe that any other arrangements 
providing for divided responsibility for operation of these facilities will 
prove impractical and will degrade service to the public.

We can see neither need nor justification for the  Corpora tion owning 
the ground stations. It  will not own the ground stations abroad. 
These will be owned and operated by the agencies or entities who 
operate the terrest rial networks there. So there  can be no opera
tional reason for the  Corporation owning the ground stations  in this 
country. Nor do we see any economic or other reason for this. The 
ad hoc carr ier committee recommended th at each carr ier be permitted  
under FCC regulation to establish and operate its own ground stations 
or participate in joint ownership of ground stations with other carriers
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or rent capacity in other carriers’ ground stations, and tha t appro
priate provisions be made to assure equitable access and use of t he 
ground stations on reasonable terms by any authorized carrier. We 
believe this recommendation should be followed.

O W N E R SH IP  O F T H E  S A T E L L IT E  C O R PO R A TIO N

I have also said that  we believe the Corporation should be owned 
by the camel’s. This position may be construed by some as stem
ming from the selfish interest s of my company which is the largest of 
the carriers involved. Let me assure you tha t it is not. I am not 
before this committee as a special pleader. I am here to express our 
ideas as to the best way, in the  public interest, to achieve the common 
objective.

I am fully aware of the concern which has been expressed in some 
quar ters tha t A.T. & T. should not be permitted to “dominate” this 
new communications facility. Let me say here and now that this is 
not our motive or intent. We agree that no carrier should be allowed 
to elect more than two directors to the board of any corporation 
organized for the purpose here under consideration. We also agree 
tha t there should be appropriate governmental regulation to see to 
it that no carrier shall gain any competitive advantage from its 
investment in communications satellites. These principles we fully 
embrace and urge.

At the beginning of my remarks I described the kind of organization 
which we believe is necessary to reach the agreed goals. It  is our 
belief tha t an organization owned by the carriers will provide the 
type of management which is so urgently required to get this job 
done. It  is they who own and operate the networks in which the 
communications satellites will be but one supplemental part. It  is 
they who have had the responsibility for developing the existing 
facilities with which the public is now being served. There can be 
no question as to their competence to undertake the development of 
the satell ite system. Their experience and success in the arrangement 
with their foreign counterparts for the construction and use of in ter
nationa l communications facilities over a long period of time also 
testify to their ability in this area. Moreover, it is the research and 
development work done by the carriers t ha t has brough t communica
tions technology to the point  which makes satellite communications 
possible.

If the U.S. common carriers had failed to meet their  public respon
sibilities to provide the best possible service consistent with com
munications technology, then I would say let someone else manage 
the Satellite Corporation. But it is generally recognized tha t the 
U.S. communications industry is the leader in the world. The U.S. 
carriers have not only fulfilled their past responsibilities to the public 
but as I have said they have pioneered in the field of satellite com
munications. What reason is there now to separate  this alternative 
communications facility—communications satellites—and entrus t it 
to othe r hands? If the existing carriers are thus to be sidetracked, 
there could result an organization which is incapable  of achieving the 
national purpose expressed in H.R. 10115.

You may say, however, tha t H.R. 10115 does not exclude the 
carriers from ownership. They may buy class A voting stock along
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with the public, subject to the percentage limitations stated in the 
bill. In answer, I would suggest that  this arrangement creates an 
uncertain ty which could place the whole future  of this program 
beyond the decision of Congress. Under this scheme the future of 
the program must necessarily depend on who buys the class A stock 
and thus controls the management of the Corporation. Consider two 
possibilities. The first is tha t the class A s tock, which will show a 
loss for a substantial number of years and will never have more than 
a regulated return , will not be attractive to the investing public 
because of the  substantial risks involved.

In this event, the carriers will be expected to purchase the stock and 
manage the Corporation. The second possibility is tha t the stock, 
which will carry the g lamour of space and the appearance of Govern
ment support in a “federally developed enterprise,” catches the fancy 
of that large body of investors who are looking for “space stocks” and 
who may see in the very congressional action establishing the Corpo
ration an implied governmental guarantee. Were this to happen, the 
initial stock issue may be oversubscribed. This could result in 
control being lodged in these investors, and a newly formed manage
ment consisting of people without  experience or competence in com
munications whose principal objective is to maximize profits for 
speculative gain.

For these reasons, I suggest it is possible under this arrangement 
that the accomplishment of the national purpose here involved would 
be placed at the mercy of the stock market  and the answer which it 
gives to the simple question, “Is this stock a good buy?” This 
seems wrong indeed.

At best it seems clear tha t the inclusion of both common carrier 
and noncominon carrier investments, as proposed in H.R. 10115, would 
result  in conflicting points of view. The common carriers will look 
upon the satellite facilities as a lternative or supplemental to existing 
cables and high-frequency radio facilities. They will also wish to push 
forward with the establishment of an operable satellite communications 
system a t the earliest feasible time and to take economic risks inherent 
in such an undertaking. The interest of the other investors will be 
to maximize both the security of their inves tment  and the retu rn to 
be received from it. This will dicta te a more cautious approach at  
the outset and will t end to retard both the establishment and use o f 
the satellite facilities.

In line with the views I have expressed, I would recommend the 
elimination of the class A stock provisions of H.R. 10115. This 
would leave a single class of stock which would be owned by the 
carriers. The investm ent represented by the stock would be included 
in the rate bases of the owning carriers for ratemaking purposes, a 
procedure which would be consistent with established ratem aking 
principles and which would have significant advantages to  the public, 
and the regulato ry agency and the carriers alike.

G O V E R N M EN T A L  S U P E R V IS IO N  AND R E G U L A T IO N

Finally, it will be observed tha t H.R. 10115 gives the President 
very broad powers of supervision over the development and operation 
of the communications satellite system and the activities of the 
Corporation. He is further empowered to coordinate the activities
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of the governmental agencies having responsibilities in the field of 
internationa l communication. These provisions would appear to 
involve a departure from the policy, expressed in the Communications 
Act of 1934, of “centra lizing a uthority” of bo th interstate and foreign 
communications in the FCC. This raises a basic question for con
gressional determination. It  is impor tant to point out, however, 
that the bill as written imposes on the whole program a duplication 
of governmental supervision and regulation which is without precedent 
The FCC still retains its full authority  under the Communications 
Act, and other parts  of the bill give still further supervisory powers to 
NASA, the FCC, and the Departmen t of State. As I have said, this 
proliferation of governmental  supervision seems destined to result in 
conflict and confusion, and to smother the initia tive and leadership 
which are essential to the accomplishment of the national purpose 
involved.

CON CLU SI ON

May I emphasize, in conclusion, the urgency of the enactment of 
workable legislation a t this session of Congress. In our view it is of 
utmost importance that  the issues be resolved a t the earliest moment. 
Not until then can this c ountry  start  to get this program off the ground-'

The Chairman. Tha t concludes your statement, Mr. Dingman?
Mr. Dingman. Yes, sir, Mr. Chairman.
The Chairman. Personally, I want to than k you for a very fine 

and clear statement on the position of your company. It is brief, it 
is concise, and I think very easy to unders tand. No doubt there will 
be a good many questions by the members and furth er clarification of 
some of these positions.

Mr. Williams?
Mr. Williams. Mr. Dingman, I would like to join my chairman in 

expressing our appreciation for a very clear s tatemen t of your com
pany’s position. I am inclined to agree with the general approach 
that  is taken in your testimony to the effect th at we should give free 
enterprise, insofar as possible, an opportuni ty to participate in the 
management of th is Corporation.

Now, you have suggested tha t the ownership of the stock in the 
proposed Satellite Corporation be limited to communication carriers 
approved by the FCC.

Approximately how many carriers do we have tha t will be eligible 
and who will be large enough to par ticipate  in a program of this type?

Mr. D ingman. In the  American oversea carriers, there is a group 
of six tha t indicated a willingness in the ad hoc committee’s discus
sions to put money into the system as envisaged by t ha t group.

There are four other oversea carriers that are smal ler and who might 
or might not put money into it.

Mr. Williams. Are you referring to American carriers?
Mr. Dingman. American carriers.
Now, then, of course, we did not limit this in our thinking to just 

oversea carriers. That  is, if economics or other  reasons indicated tha t 
it made good sense to use it for intra-U.S. or in tra continental facilities, 
and the FCC approved the use of the satellite by those carriers for 
intra-U.S.  usage, they ought to be in there, too. Tha t is what we 
meant by such other companies, or such companies as approved by 
the FCC.
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Mr. Williams. How many individual stockholders do you have 
owning stock of A.T. & T.?

Mr. Dingman. As of the end of the year we had 2,050,000 individual 
stockholders.

Mr. Williams. Insofa r as public participa tion is concerned, you 
have 2-million-plus people already in a position to partic ipate; isn’t 
that  correct?

Mr. Dingman. Yes, sir.
Mr. Williams. Now, in addition to tha t you have all of the stock

holders of the other carriers?
Mr. Dingman. Yes, sir.
Mr. Williams. Do you feel that  would give as wide a partic ipa

tion on the part  of the public as the bill which has been proposed?
Mr. Dingman. Th at is more stockholders than  any other corpora

tion in the United State s, by quite a large margin. So I think it is 
entirely reasonable to infer tha t the ownership of the stock of the 
Corporation by A.T. & T. and the other carriers would give a much 
wider dispersion of ownership than any other way.

Mr. Williams. Mr. Dingman, I would like, if you would, to have 
you elaborate a litt le bit  fu rther on the term that you used on page 3, 
or the phrase tha t you used—“proliferation of governmental super
vision.”

You have covered tha t, of course, in your statement, but I would 
like for you to go a littl e more in detail as to the difficulties tha t 
might  be encountered in connection with that.

Mr. Dingman. Well, I could go into some detail here. If we are 
looking at the bill, section 201, we have under 201 (a) tha t the President  
shall plan, develop, supervise the execution of a nationa l program. 
He shall provide for a continuous review of all phases of the develop
ment and operation of a system, including the activ ities of the Satellite 
Corporation. He is responsible for coordinating the activities  of 
governmental  agencies with responsibilities in the field of international 
communication. He exercises general supervision over relationship 
of the Corporation with foreign governments or entities within 
interna tional  bodies. And I might say tha t section 402 says the 
State Department is responsible—so we have got the President and 
the State Departmen t.

Insure tha t timely arrangements are made for foreign partici
pation in the establishment and use of a communications satellite 
system, and for determination of the most constructive role for 
the United Nations.

And we have in section 201(7)—the President shall exercise his 
authority  to insure the technical compatibility of the system with 
existing communications facilities, both in the United States  and 
abroad.

Section 201(c) says the FCC is responsible for that.
Section 8—designate an official or officials to assist in the accom

plishment of the purposes of the act. He shall make certain tha t what 
is being done and wha t needs to be done, both by the Corpora tion 
and by the Departm ent, are known at all times.

Then you have the National Aeronautics and Space Adminis
tration-—advises the FCC on the technical characterist ics of the 
communication satellite system. NASA has to consult with the
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Corporation with respect to the technical characterist ics of the 
communications system.

And then NASA has to approve the—201(5) says:
Furn is h  to  th e  C or po ra tion  on  a  re im bu rs ab le  ba sis sa te ll it e laun ch in g an d 

as so ci at ed  service s re qu ired  fo r th e  es ta bl is hm en t,  ope ra tion, an d m ai nte nan ce  
of  th e  sa te ll it e sy stem , ap pro ved  by  th e  Co mmiss ion, an d by th e  A dm in is trat io n.

So those words seem to indicate tha t both the FCC and NASA 
has to approve the type of system.

Then, as I mentioned earlier, the FCC’s responsibilities, one of 
theirs is to insure tha t the facilities of the communication satellite 
system are technically compatible with existing communications 
facilities.

And, earlier tha t was prescribed as a function of the President.
On page 10, paragraph 6, the FCC is empowered to specify the tech

nical characteristics of the operational communications satellite 
system. Whether we like it or not, tha t is something tha t is going to 
have to be agreed to by the  oversea people who are going to be part 
owners of this.

Then we get into page 17—-we run into a point where if the Corpo
ration  engages in or adheres to any action or policies inconsistent 
with the policies and purposes declared in section 102 of this act, 
they  may get into trouble with the distric t court of the United States, 
upon action or petition by the Attorney General. And section 102, 
without going through it in great detail, is a declaration of policy and 
purpose.

So tha t those are some of the points tha t give me the feeling th at 
there is a real proliferation of-----

Mr. Williams. Do you feel tha t in view of that proliferation of 
governmental supervision to which you referred, that if the approach 
contained in H.R. 10115 were accepted by the Congress, there would 
be any danger of this system’s becoming involved as a vehicle for 
political manipulations?

Mr. D ingman. Well, it would be possible, Mr. Williams.
The Chairman. Mr. Younger?
Mr. Younger. I, too, want to thank you very  much, Mr. Dingman, 

for taking us laymen through the intricacies of this satellite system. 
Much of it is very difficult to understand, not being an engineer.

But  I  do have some knowledge of corporations.
Can I get your opinion on the question of whether a satisfactory 

corporation could be organized by the carriers—I mean could you get 
together with the other carriers and proceed to organize a corporation 
if authorized by a Federal law.

Mr. Dingman. Yes, I  have no doubts of tha t.
Mr. Younger. In othe r words, you do not anticipate that  you are 

going to need someone appointed by the President to star t you off as 
long as you had the legal basis under which to incorporate.

Mr. Dingman. Yes, sir; I have no doubts of tha t.
Mr. Younger. Should your Corporation have additional powers 

to issue stock in the form of power to issue bonds and debentures and 
othe r classes of securities?

Mr. Dingman. I think  the Corporation should be empowered to 
finance itself in any wav that  makes good practical sense at the time 
you are doing the financing.
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Mr. Younger. Tha t seems to have been left out of the adminis
tration bill—no power, or no financing, really, other than class A or 
class B stock.

It  would seem to me tha t it  would be advisable to have the power, in 
this bill, for the Corporation to finance itself under any form that  the 
SEC would approve. I think the SEC would have to pass on that,  
would they not?

Mr. D ingman. Oh, yes.
Mr. Younger. If the securities were offered to the public?
Mr. D ingman. I agree wi th that.
Mr. Younger. In the organization of a corporation, have you ever 

run across one that was organized by a group in which that group did 
not late r become the directors and the managers of t ha t group?

Mr. D ingman. I know of none.
Mr. Younger. That is the fear that  I have in this—when you call 

it a pr ivate  corporation—where the President  appoints the organizers.
There is nothing in the bill which says tha t afte r the organizers 

organize it tha t they must retire  and have nothing more to do with it.
It  seemed to me that the logical thing would be that  they would 

then step into the m anagement and the directorships, and you would 
would have a Government-controlled organization instead of a free 
enterpr ise system.

Mr. D ingman. That possibility definitely exists in the bill as 
written .

Mr. Younger. I want  to join my colleague, Mr. Williams—and 
your suggestion and also the suggestion made by the FCC to the 
committee seems to me to offer the basis of a very sound piece of 
legislation which I think is necessary and we ought to proceed with 
tha t kind of legislation as soon as possible.

Th at is all, Mr. Chairman.
The Chairman. Mr. Kilgore?
Mr. Kilgore. Mr. Chairman, I, too, would like to say to Mr. 

Dingman tha t I very much appreciate his s tatem ent. I have a few 
questions.

Mr. Dingman. In response to a question by Mr. Williams, I be
lieve you said t ha t your company had something over 2 million stock
holders. Among those 2 million-plus stockholders, what is the largest 
percentage of your stock held by any one individual or corporate  
entity?

I don’t need a de tailed answer.
Mr. Dingman. No one owns as much as 1 percent.
Mr. Kilgore. That is adequate for the purposes of my question.
Mr. Dingman. Of these stockholders, there are almost a million 

tha t own from 1 to 30 shares, and then there is another  million who 
own between 30 and 299. So th at tha t would give you a feeling, Mr . 
Kilgore, that most of these 2 million are not large owners.

Mr. K ilgore. Rather  broadly held?
Mr. Dingman. It  is broadly held.
Mr. Kilgore. Both in numbers and in percentages.
I am sure you are aware, Mr. Dingman, tha t a part of the con

troversy surrounding this issue is the feeling on the part of some 
people tha t A.T. & T. would dominate this field. I would like to 
make some inquiry into the scope of your operations.
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For example, what percentage of the tota l interna tional communi
cations business, telephone and telegraph, does A.T. & T. have? 
What share of tha t market is yours?

Mr. Dingman. Well, of the international carriers revenues in 1961 r A.T. & T. had roughly a third. The other carriers had twice as much 
revenue as we did. And, of course, they  handle considerably more 
messages.

I haven’t seen the statis tics on the messages ye t—tha t is the other 
carriers—but they handle somewhere between five and six times as 
many as we do.

Mr. Kilgore. They received approximately two-thirds of the reve
nue from international messages, and handled five to six times as 
many total messages as A.T. & T. did?

Mr. Dingman. Tha t is right.
Mr. K ilgore. Was Project Echo a communications experiment in 

the main?
Mr. D ingman. It  turned out to be.
Mr. Kilgore. Did A.T. & T. have any part  to play in tha t ex

periment?
Mr. Dingman. When we first heard of National Aeronautics and 

Space Administra tion’s desire to put up a satellite with a reflecting 
surface, some of our scientists called our attent ion to the fact that this 
could be a very good initial space communications experiment.

When Echo was launched, we had a ground stat ion that was work
ing on what we call a research basis, at Holmdel, N.J ., and we worked 
with tha t satellite and another  ground station  that was operated by 
the Jet  Propulsion Laboratories for NASA, so tha t we were involved 
in that  initial communications experiment.

We established, with the Jet  Propulsion Labo ratory and Echo* 
a telephone circuit across the country, and later made other experi
ments with oversea countries.

Mr. K ilgore. Tha t was physically merely a ma tter  of bouncing 
a signal off the satellite, was it?

Mr. Dingman. Tha t was jus t using the satellite  much the same 
way a ray of light would use a mirror. We sent a beam of micro- 
wave radio up to the satellite, and a certain percentage of it got re
flected, and was received a t the other end.

Now, the communications satellite tha t we believe, and I believe 
most other communications companies and NASA believes, tha t are 
needed, would act, not as a reflector, but as a receiver of the transmitted  
wave, amplify it, and send it back to another ground station.

Mr. Kilgore. Now, do you have any such satellite  under de
velopment now?

Mr. Dingman. We have a project called Tel ltar  wherein we have 
made arrangements with the National Aeronautics and Space Admin
istrat ion to orbit that sa tellite, and we are paying NASA for the costs of 
that orbiting, which is estimated by NASA to be at  around $2,700,000 
per shot. And the satellit e is being built by our research and develop
ment associate, the Bell Telephone Laboratories. We hope to orbit 
th at  the lat ter  pa rt of May of this year and to work with it we have 
built a ground station  in Andover, Maine. And th at picture, you see, 
in the rear, there is a picture  of the receiving antenna. This is in 
existence; it is working. There is other  gear up at  Andover, very 
sensitive receivers and transmitters, and so forth. So that  this is in
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being, being given its final t est. And if the satellite which has been 
built and is now undergoing final shakedown tests and so forth—we 
will hope to have an exper iment going with this active satell ite around 
the end of May.

Mr. K ilgore. Now, this  satellite is of the more sophisticated type— 
it receives and transmits?

Mr. D ingman. It will receive, transmit, and also has a large number 
of electrical components in it  which will send back information on the 
amount of radiation tha t it experiences up in space.

We also hope to get information on how fast the solid state compo
nents  in it are deteriorating, how the solar cells are behaving, and what 
the storage batterie s are doing, and so forth.

So it is a flying laboratory , as well as being satellite communication.
Mr. K ilgore. Well, do you expect to gain enough information from 

this experimental satellite to enable you to proceed with the abi lity to 
launch a functioning communications satellite?

Mr. D ingman. Well, we hope to get a lot of advance information— 
information which will advance  this cause. Now, if everything works 
right,  we could move along pre tty  fast from there on. If we run into 
some unexpected problems, we may have—you would have to do 
some other experiments.

So it is hard to say, Mr. Kilgore, tha t you are going to be able to 
proceed right away. This is a research project, and you don’t always 
get things to turn out jus t the way they were planned.

Ordinarily, our research is done in a laboratory. But here is one, 
we are doing it in a great  big goldfish bowl.

Mr. Kilgore. What sort  of costs—total costs—you mentioned the 
launching costs you are paying NASA—what sort of costs will your 
company have in TelStar and the ground station?

Mr. Dingman. By the  time we get through with the work this year, 
we will have in excess of $50 million spent on this. We have a lready 
spen t over $30 million.

Mr. Kilgore. Now, are there any tax funds, particular ly any 
Federal funds, either in TelStar or in the ground station?

Mr. D ingman. None whatsoever.
The Chairman. May I say to the gentleman tha t 10 minutes is up.
Mr. Kilgore. I will conclude, then, Mr. Chairman.
Thank you very much, Mr. Dingman.
The Chairman. Mr. Springer?
Mr. Springer. Mr. Dingman, the question of regulation is always 

raised about any large corporation tha t moves into another field 
where there is a broad break into another field. There is no proposal 
of any kind of yours tha t you will not be regulated as a public uti lity  
in all of that  future business.

Mr. Dingman. We fully expect to be regulated as we have been 
for many years. We have no desire to be unregulated.

Mr. Springer. It is the duty of the FCC to regulate these lines. 
I am talking about lines that will be formed by this communications 
satellite. And they have charge of regulating you in the public 
interest. In any effort that  you would undertake in this field, you 
would be regulated as to profit, and what could be charged to profit, 
all the way, would you not?

Mr. Dingman. We would expect to be regulated in this field 
exactly as we are at present, where they have the powers to initia te 
investigations, prescribe rates, approve rates.
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The Chairman. The Chair observes a number of visitors, obviously 
representing some group or organization, in view of the tags on the 
lapel of eacn individual. Let me say we welcome you here. We are 
very glad to have you observe the proceedings of this committee, the 
hearings underway now, which have to do with the establishment  of 
a worldwide satellite communications system.

The witness is Mr. James E. Dingman, executive vice president of 
the American Telephone & Telegraph Co. He has concluded his 
statement and is now responding to questions.

We would like our guests to have a seat, if you will—if you can 
find a chair—in order to be more comfortable.

I am advised tha t you are representatives of the Communications 
Workers of America. We are expecting a representative of your 
organization to testify next week.

Thank you, Mr. Springer.
Mr. Springer. Mr. Dingman, the State Depa rtment testified yes

terday.  In these internationa l lines which you have formed both in 
radio and cable, have you had good relations with the State Dep art
ment in all of the negotiations necessary to establish those lines?

Mr. D ingman. I would say the relations have been very fine.
Mr. Springer. The Sta te Department has served you well, and 

also served well our country in these negotiations?
Mr. D ingman. I couldn’t praise them more. They have been very 

helpful.
Mr. Springer. Now, I know this problem is a problem that  is 

going to be raised by the Attorney General on Tuesday, and that is 
the question probably of serving some areas of the  world which may 
not be immediately profitable.

Would you be willing, as a company, to undertake the communica
tions with areas which in the beginning may not be profitable?

Mr. D ingman. We not only-----
Mr. Springer. If you are so directed by the S tate Department and 

the Government?
Mr. Dingman. They don’t have to direct us. All they have to do 

is suggest tha t we ought to be serving some place or the other and I 
think the history of the discussions between the Sta te Department,. 
FCC, and our company have indicated tha t where the other end is 
willing we have put service in, whether i t is profitable or not.

Not too long ago, we had to put service into part of the United Arab 
Republic, and it cost us several hundred thousand dollars investment. 
We are only doing about 3,000 messages a year. There is no profit in 
it. But we don’t look at our business as one tha t every segment has 
got to make a profit. We look at the overall operations. We want 
to make a fair profit on the overall. But we are entirely willing and 
have demonstrated tha t, to put  service in places where in the national 
intere st it is necessary.

Mr. Springer. I am happy to hear that, because, as you well know, 
the new countries coming into the  United Nations—more than a third, 
40 percent, I believe, of the membership of the United Nations has 
come into being since the end of World War II. We had some 20 
nations, I believe, in the last 18 months from Africa alone.

The State Department may have to do something with reference 
to the communications in those areas.

You are perfectly willing to undertake these areas, if the Govern
ment indicates tha t this has to be done in the national interest?
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Mr. D ingman. Again, T want  to stress this one word. The other 
fellow has got to be willing. That is, we work with our oversea 
counterparts  on the basis that  there is a need for communication 
between our countries.

Ordinarily, the other end provides the facilities at  the other end.
In this case, we are talking satellite communications—the ground 

station.
Now, we have not—we, A.T. & T., have not made a practice of 

owning the communications in foreign countries. We have found, 
through long experience, and as a result of the national  pride of all 
these countries, tha t they want to own their  own end. Now, we ap 
preciate tha t in some of these newly developing countries they are 
going to have some financial problems, and if not financial they will 
have some technological problems. I am sure tha t ways would be 
found whereby they could finance their end.

And I am also sure that ways could be found to get the  technological 
information to them so tha t they would have the necessary ways and 
means of getting this job done.

Mr. Springer. Jus t one fu rther  question.
I am sure this problem will be raised by the Attorney General on 

Tuesday, as well.
In all of this interna tional communications, you are presently sub

ject to all the anti trus t laws, are you not?
Mr. D ingman. Yes, sir.
Mr. Springer. And in this operation you would expect to be sub

ject to the same antit rus t laws as you are at the present time, in the 
public interest

Mr. Dingman. Yes, sir.
Mr. Springer. You expect to be subject  to every law of this coun

try  in this internat ional system, do you not, insofar as the Consti tu
tion says you are?

Mr. D ingman. Yes, sir.
Mr. Springer. That is all, Mr. Chairman.
The Chairman. Mr. Rogers?
Mr. Rogers of F lorida. Thank you, Mr. Chairman.
Mr. Dingman, I was concerned somewhat by the testimony of 

the State  Departmen t, that  they desire additional power under this 
proposed legislation to actually conduct negotiations. I wondered if 
you could comment on the additional requests by the State Depart
ment to get into the field of negotiation, which I understand they are 
not presently in, and in which your company, in dealing with foreign 
nations in our international communications field conducts itself. Do 
you feel it is necessary for the Sta te Department to get into this field?

Mr. D ingman. No, I don’t believe it is.
Now, tha t should not be construed, Mr. Rogers, to believe that we 

think the State  Departmen t should be excluded from knowing w hat 
is going on. And we would not want to arrive at any agreements 
tha t were against the national interest. But we would want the 
State Department to be fully informed of what  we were proposing 
to do, and are entirely  willing to keep them so informed. Bu t we 
believe we ought to be permitted to conduct our own negotiations 
on communications matters.

If our State Departmen t conducts the negotiations, I think it is 
very probable that  the state  departments  of the other countries th at
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are involved are going to want to be in there. If you have com
munications interests, plus all of the other interests involved, I think 
you can well complicate a situation  which is complicated enough 
anyway.

Mr. Rogers of Florida. The State Departmen t testimony brought 
out that  they felt it might be necessary, if we got into an area where 
some of the other countries wanted to purchase stock in this proposed 
corporation—would you think  it necessary to have State Department 
negotiations there?

Mr. Dingman. I don’t see why that would be necessary. A 
foreigner can own a certain percentage in an American corporation 
today. And as long as tha t percentage is not exceeded, they can 
buy it.

Now, we would not visualize tha t these satellites would be solely 
owned by this Corporation. T don’t think that is practical, or it won’t 
work out that wav. For example, the cables th at we have today, and 
which are sometimes looked upon as being quite simple, th at it is just 
two partners, are not tha t way.

The cables that we have are jointly owned in title—for example, the 
one from North America to—that lands on the French coast, is owned 
jointly by the French PTT, the German Bundespost, and the A.T. A T. 
But we three partners have agreed to sell what we call an indefeasible 
right  of use to a number of other countries, which gives them the 
absolute right to use a certain amount of capacity any time they want, 
and they are consulted about any of the things that go on.

Now, nobody owns stock in these cables as such. They become 
partne rs, if you will. So we would visualize tha t a satilli te system, as 
long as you keep it just to the satellite, could be owned in a similar 
wav. That the countries would sit around together and decide upon 
how many communications channels they needed between various and 
sundry  points where they communicate with.

Mr. Rogers of Florida. Wha t agency is used to coordinate the use 
of channels?

Mr. D ingman. That , today, is just done between the communica
tions carriers themselves. We don’t work through any organization. 
We have sat down with the communications companies or agencies----

Mr. Rogers of Florida. Ts there a communications, what they call 
the union?

Mr. D i ngman. The Inte rnational Telecommunications Union serves 
functions in regard to the desirable allocations of frequencies. They 
also through other organizations of this same group make studies and 
recommendations on the technical characteristics of telephone circuits 
or telegraph circuits, or what noise limits you ought to work to, and 
so forth , but they have never entered into any discussions with how 
do we provide 10 more telephone channels between New York and 
London.

Mr. Rogers of Florida. Tha t is done by the carriers?
Mr. D ingman. That is done bv the carriers. By the people who 

have a common problem. They have the business, and we have the 
business, and we sit down together and say, this looks like a good way 
to do the job.

Mr. Rogers of Florida. Are most of the communications systems, 
for instance, in Europe, government-owned or p rivate  enterprise?
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Mr. Dingman. Most of the systems in Europe are government- 
owned. The long distance facilities in Ita ly are under a private 
corporation. The local facilities within the cities are owned by a 
branch of the Italian Government . Other than  that , they are mostly 
government  owned.

Mr. Rogers of Florida.  And would you antic ipate  tha t probably 
the communications systems tha t will develop in the new nations, for 
instance in Africa, will probab ly be of a government-owned nature? 
Does the trend seem to be tha t way?

Mr. D ingman. I would say the trend seems to be tha t way, bu t 
that  is a speculation, of course.

Mr. Rogers of Florida. Yes, I realize that.
Does this create any problem, since you will be dealing in a number 

of instances with the government-owned systems in carrying on 
negotiations for your  sate llite system without  bringing in our govern
mental negotiators?

Mr. D ingman. Well, as I mentioned, we star ted  commercial tele
phone service to England in 1927. That was the British Post Office 
that was at  the other  end. We were a t this end. We owned cables 
joint ly with the French and the Germans and other countries with 
government-owned communications companies. And we have no 
more difficulty dealing with those than we do with other communi
cations people.

Mr. Rogers of Florida. Now, you probab ly would not tie in a 
satellite communications system with, lor instance, Africa and  the 
new nations there until  they develop internal systems, would that 
be true?

Mr. D ingman. Not  necessarily. Le t’s suppose tha t the capital city  
of one of these newly developing nations had even a small communica
tions system, i t might serve the state and o ther governmental dep art 
ments of tha t nation , whatever it may be, and be connected to doctors, 
and so forth, and so on, in which case a ground station of a simple 
type might well be justified so tha t you would have communications 
between tha t capital  city and the rest of the world.

Mr. Rogers of Florida. What would the cost of these ground  
stations  be? Have you any projected estimate?

Mr. Dingman. They can vary and will vary by the capaci ty th at  
you want to put in them.

Now, a big station that is going to handle several hundred  or a 
thousand or more circuits could cost somewhere from $5 to $10 
million, of the type that we have in Andover. We think tha t afte r 
we learn a little  more and make more than one, that price can go down.

On the other hand, the ground stations,  for, say, a couple of dozen 
circuits for a high altitude synchronous satellite  svstem could be on 
the order  of from $500,000 to $700,000.

Mr. Rogers of Florida. You don’t antic ipate that our carriers  
would bear the cost of ground stations abroad, these would be done 
«'ither by local people there or some o ther means of financing?

Mr. D ingman. I would assume tha t the cost of the ground sta 
tions abroad Mould be borne by the people there. If a private  
company is organized, they will own it. If it is a government opera 
tion they Mould own it. If they Mere broke and we wanted to give 
then economic aid, that is one way of doing it.
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Mr. R ogers of Flo rid a. And the  last  quest ion , Mr . Din gm an,  
is there  any difficulty in jam mi ng ; in othe r words, if we g et ou r sa tel 
lit e sys tem  in opera tion, an d Russia were to decide not to join in, or 
some  othe r cou ntry, coid d they  effec tively jam  the  sat ell ite  com muni
ca tio n system?

M r. D ingman. In  a hig h alt itu de  sys tem , th a t is a synchrono us 
sa tel lite, at  22,300 miles, it  is s tan ding  stil l over a p oint  on the e qu ato r, 
it  is visible over a l arge  part  of the  ea rt h’s surface, call it one th ird , if 
you will. If the  Ru ssi ans can see it and pu t a radio wave up  to it 
th ey  could jam  it. On th e ran dom orbit  sys tem  whe re, say, it  is in 
po lar  orb it, when the  sa tel lites  are ou t of vis ibi lity  of any of the  Iro n 
Cur ta in  coun tries , they  co uldn ’t ja m it. So th at  there is n ot  a clean- 
cu t answ er saying they  could. The pro bab ilit ies  are , if the y wante d 
to they  could m ake  tro ub le.

On the  oth er hand , yo u have  got  to  reali ze th a t high  freque ncy  
rad io is used tod ay in  g re at  q ua nti tie s to and between all the  coun trie s 
of t he  world . Tha t cou ld be jam med, and in gen era l it  i sn’t. So t he  
Iro n Cu rta in  cou ntri es ha ve  no t ind ica ted  by  thei r act ions th at  the y 
are  ou t to jam  com mercia l com municatio ns.

Mr. R ogers of F lor ida . Th an k you, Mr . Dingma n.
Tha nk  you, Mr . Ch airm an .
Th e C hairma n. Mr . Nel sen?
M r. N elsen. Th an k you, Mr. Chairma n.
I wish to join with my colleagues in thanking  Mr. Dingm an for a 

ve ry  fine sta tem en t.
My question, with the Corpo rat ion  set  up in 10115, and with the  

wide  o ver lap  being a uth or ized  between the  F CC  a nd  NASA , the  S ta te  
Dep ar tm en t and  the  Pres iden t, do you  feel th at  there would be some 
rel uc tan ce on the  pa rt  of inv est or capit al to move int o such an ar 
ran geme nt?

Mr. D ingman. I am moving into a field the re where I can  only  
spe cul ate . Space has  an awful lot  of glamour.  And  if it was a 
Fe de ral cor poratio n th at ha d the  au ra,  no t of a Federal  guara nte e 
bu t som eth ing  of th at  na tu re  invo lved  in it, plu s the magic word 
“spa ce ,” I thi nk  a lot  of peop le would pu t up money . How  much, 
I do n’t know.

Th e difficul t p ar t w ould  come w hen,  a fte r se veral y ears,  no div idends  
are  forthcoming, and some of the m would un do ub tedly meet up with 
fina ncial prob lems du rin g tho se yea rs, and  th ey  wou ld hav e to sell 
thei r stoc k, perha ps at  a dis cou nt,  and  you could ge t int o quite  some 
difficulties.

But  I thi nk  a lot  of peo ple  would bu y stock in it.
Mr. N els en . Now, th e car rie rs involved,  do you no t feel th at  they  

would be more willing to  inve st if the  managem en t was set  up as you 
sug ges t than  they  w ould  un de r 10115?

Mr. D ingman . Oh, def ini tely .
Mr. N elsen . Th an k you. No more questio ns,  Mr. Cha irman.
Th e Chairma n. Mr . Hemp hil l?
Mr . H emphill. Tha nk  you, Mr . Chairma n.
I missed pa rt of yo ur  stat em en t, I am sor ry,  maybe you went 

in to  thi s with someone else.
Th ere  h as been a cry  h ere  th at  if p riv ate en terpri se were allowed  to 

do this job,  which I th in k it  can do, it  would cre ate  a mon opoly. 
Wo uld vou care  to comm ent on that?
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Mr. D ingman. Well, when you give any company a franchise to 
perform a certain operation, to that  extent they have a monopoly 
at tha t particular  time.

Now, the Nation’s way of coping with tha t problem has been 
regulation. So we would have an example of one corporation being 
assigned a given job, but  we have our watchdog, the FCC, plus 
other Government bodies looking at it to make sure that it is being 
run properly.

Mr. H emphill. I gather that  you feel as I do, tha t since the FCC 
will have the regulatory powers, tha t it would be very difficult to 
create a monopoly in the sense the term is being used in order to 
get the Government into this picture. Do you feel that  way?

Mr. D ingman. I agree with that .
Mr. H emphill. And I suppose tha t if the  Government has a right 

to authorize this particular  project and to implement it by giving 
the boost rocket that  puts it into orbit, the Government could always 
pass a law to protect anybody that needed protecting, don’t you think 
so?

Mr. D ingman. Yes, sir.
Mr. H emphill. I would direct your attention for jus t a moment 

to pages 6, 7, 8, and 9 of the bill, start ing off on page 6, section 201 
of H.R. 10115. It  says, “Implementation of policy.” I share the 
feeling of the gentleman from Florida here, after hearing the State  
Departmen t testimony yesterday. And after hearing you testify 
today, that , of course, you would perform anyth ing necessary for 
the good of the count ry and consult the State Departmen t when 
necessary to effect t ha t purpose.

Do you feel tha t these provisions on the implementation of policy 
puts the Government in control?

Mr. Dingman. Yes, I think the Government would be in effective 
control.

Mr. Hemphill. Th at is my feeling about  it, because, as I under
stand the provisions proposed, the President  of the United States would 
appoint the original incorporators; is tha t correct?

Mr. Dingman. That is correct.
Mr. Hemphill. So in itially there would be people who might  want 

to be on the Board of Directors and engage in the empire building so 
prevalent here in Washington today, and I am afraid it will be 
tomorrow.

Now, if the Corporation were incorporated under the direction of the 
President, is there anything in this legislation you see to prevent the 
Government from allocating the million shares of s tock at $1,000 a 
share to various Government agencies so t ha t the Government would 
actually have control of it?

Mr. Dingman. I don’t know whether Government agencies would 
have the author ity to invest money without action of Congress, no.

Mr. Hemphill. If they thought they could get away with it, I will 
guarantee they would try it.

Another thoug ht tha t occurrs to me: Wha t is to prevent, if you can 
buy 15 percent, four of the biggest corpora tions in American with each 
investing 15 percen t and controlling the Corporation?

Mr. Dingman. Tha t could be done.
Mr. Hemphill. And what is your feeling on the $1,000 tha t some

body dreamed up, one of these egghead theories dreamed up to put 
the stock at?
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Mr. D ingman. Of course I indicated, Mr. Hemphill, tha t I thought  
the carriers ought to own this, and that  the public would participate 
through ownership in the carriers.

But the thousand dollars, I assume, was put in there to mitigate 
against the small specula tor getting in. And 1 suppose tha t this 
might deter some people from buying who really couldn’t afford to 
speculate. If we lowered the  price it might well get in a lot of people 
who really couldn’t afford to have their money tied up for an indefinite 
period without a return, and that  could, in turn , force or have a 
tendency to force the Corporation to take some action which might 
be foolish.

Mr. Hemphill. As a practica l matte r, the way this legislation is 
set  up, if it were a thousan d dollars a share with no potential income 
from 6 to 8 years, nobody but  people with a whole lot of money could 
afford to fool around with tha t sort of stock, could they?

Mr. Dingman. Tha t would appear to be the case, although I 
suppose it would be entire ly possible for some mutua l funds to be 
star ted  which would buy the $1,000 shares and then sell pieces in the 
mutual fund for $10.

Mr. Hemphill. But the mutual funds are fortunately  competitive 
enough to where they have to show a growth in order to compete and 
sell on the market today, as I understand it. And T understood also 
the testimony here that there would not be any  possibil ity of income 
in the form of dividends for probably 6 to 8 years.

Mr. Dingman. That is the best speculation, tha t it would take a 
period of tha t time before profits would be forthcoming.

Mr. H emphill. 1 want to thank  you, sir, for coming here. And 
I appreciate  your testimony.

The Chairman. Mr. Thomson?
Mr. Thomson. Thank you, Mr. Chairman.
Mr. Dingman, f am interested in knowing just what the difference 

in satellite communication will he with existing methods  that carriers 
now use, such as microwave and radiotelephone.

Is it just the location of the  relay station?
Mr. D ingman. It comes down to just about  t hat , Mr. Thomson.
Today  on the surface of the United States  we use coaxial cables; 

we use cables with ordina ry wires in them; we use microwave radio 
to connect the various cities and towns of the United States with 
one another.

Overseas we have radio, high frequency radio, and we have coaxial 
cables.

We have never put microwave radio overseas because microwave 
radio beams travel in stra ight lines, and the curvature  of the earth is 
such tha t af ter you have gone 25 to 30 miles, depending upon the pre
cise formation of the earth, the waves get so high above it that you 
have got to capture  them and bring them back down again.

So we could not use microwave over long hops. We did use the 
so-called tropospheric sca tter  to get a communication system by a 
form of microwave to Cuba. We have a so-called tropospheric 
sca tter  system there.

So Cuba has television from the United States; i t has every kind of 
service that  we have in the United States.

And the satellite communications, in effect, give us the chance to 
have the  same kind of communications  overseas that we now have in 
the United  States .
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It  is noth ing new; it  is jus t extending w hat we now have overseas. 
And, of course, they have that  overseas—I mean in Europe and 
Japan, and, to some extent, in Africa. So, to us, t ha t is why we call 
this an evolutionary  development, rath er than  a revo lutionary.

It  is jus t extending overseas what we do here.
Mr. Thomson. Will it  greatly extend your relationship with foreign 

countries by sending a signal via satellite rath er than tropospheric 
scat ter procedures, or coaxial cable, or any of the other present 
methods?

Mr. Dingman. The big users of telephone communication—and, 
while I am not an expert in that  field, I would assume telegraph com
munication also is the ordin ary individual user who either sends a 
telegram to Europe or he picks up the telephone and says, “I want 
to call Paris”—he would no t know whether he is talking  over a sate l
lite, a cable, or high-f requency radio, and he would not  care, as long 
as he gets his connection.

To the extent tha t we are  interested in television, live, broadband 
current television, the satelli te will permit  tha t between the United 
State s and Western Europe , or elsewhere in the world, and today we 
canno t have it.

But we do have live television in Cuba. So there is one country  
where we have all these fancy communications arrangements already.

Mr. Thomson. So the technology of this type of revolution in 
communication is simply that  your technicians mus t discover how to 
get a certain life of a satellite  and where to locate tha t satelh te; 
is tha t about it?

Mr. Dingman. To us the problem is not how to do it, but it is to 
lick the problem of economics, to get a satellite that will las t long 
enough up there so that  your costs are in line with what we now get 
in the way of costs on cables, and to get the system going.

It  is not something t ha t is going to create a whole new revolution in 
communications, as we see it.

Mr. Thomson. Once you get tha t satellite  up, you will be doing 
jus t about  the same things tha t you are doing now in your everyday 
service?

Mr. Dingman. Today , if we send a message to Chicago, we send 
it off of our transm itting stat ion, it goes to an intermediate relay point 
that  is on earth,  and it may go to several of them and then come to 
the receiving station in Chicago.

We would do the same thing, except we would send the beam up to  
the sate llite, and it  would come down in France or Belgium or Angola, 
or wherever else it might be.

Mr. Thomson. Your  problems in the management and operation 
of the Corporation would not be greatly  different after the satellit e 
is up, will they?

Mr. Dingman. As we see i t, it will just  be more of the same.
Mr. Thomson. Now, in your ordinary corporate experience, have 

you found i t necessary to amend the a rticles of incorporation  that the 
company has filed?

Mr. Dingman. Not fr equently, but  i t does happen.
Mr. Thomson. Do you know of any precedent in corporate ex

perience up to this time where a corporation must ask the approval 
or the initiation of the President of the United States to amend or 
change its corpora te articles?
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Mr. D ingman. I know of no such s ituation.
Mr. T homson. No precedent  that you know of?
Mr. D ingman. None tha t I know of.
Mr. T homson. Do you know of any precedent requiring a repre

senta tive of the Presiden t to sit in on the meetings of the board of 
directors  and the stockholders of private corporations?

Mr. D ingman. I know of none.
Mr. T homson. Are you aware of any great compelling reason why 

this would be required in the public interes t in the operation of a 
satellite corporation as contrasted with the  operation of present private 
corporations which are performing today essentially the same service?

Mr. D ingman. T know of none, Mr. Thomson.
And I agree, this Corporation needs regulation. But it seems to 

us th at the Federal Communications Commission is the body to do it. 
They have the experience and the background and are familiar with 
the problem.

Mr. T homson. And you are hopeful tha t if this is to be regulation, 
rath er than domination, t ha t there would be some limit to the number 
of agencies that are going to be providing advice and direction and 
supervision?

Mr. D ingman. We would surely hope so.
Mr. Thomson. Thank y ou very much.
The Chairman. Mr. Kornegay?
Mr. Kornegay. Mr. Dingman, you have already indicated that in 

the case of transmission lines jointly owned, it is in the nature of a 
partnership, or the ownership of it is reflected by a partnership, rather 
than a stock proposition in the Corporation, is t ha t correct?

Mr. Dingman. Tha t is the way we run the oversea facilities now.
Mr. Kornegay. And you anticipate that the foreign corporations 

or foreign countries,any ownership in these satellites could be worked 
out in tha t same fashion?

Mr. D ingman. Yes, sir.
Mr. Kornegay. The problem, of course, would be a little more 

difficult in the case of a satellite  than it would be in the case of a line 
extending between two terminal points, would it not?

Mr. Dingman. It would be, except that , as I mentioned earlier, 
although a cable goes between two terminals, it branches out at the 
terminals.

And the oversea cable to France is already owned by three, and 
several others have these indefeasible rights to use.

So on a smaller scale we faced up to some of the problems, and they 
seem to work all right.

Mr. Kornegay. But it would be highly improbable that  you could 
bring in to the ownership picture all of the countries or corporations 
of the  world that might be interested in utilizing the facilities of the 
satellite, is it not? As I und erstand it, this satellite system eventually, 
when it is perfected, could carry a television show; for example, the 
coronation of a king or queen, or the inaugura tion of our President 
could be carried virtually  over  the entire  world, whereas in telephone 
lines you have a rather small number of par ticipa ting parties.

Tha t is the point T am raising, and I am just wondering what your 
feeling is about how it  could be handled, whether certain select coun
tries throughout the world would actually partic ipate  in the ownership, 
with renta l agreements with others who did not partic ipate,  or just 
how would it work?
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Mr. D ingman. T think it  could work either way. You see, a satellite 
system has a capacity jus t like, say, an automobile that  can carry a 
certain number of tons—a truck.

You could say tha t a satellit e system—let us pick an easy one—• 
say it has a capacity of a thousand circuits, it will handle 1,000 simul
taneous voice channels. And the way we would envisage star ting the 
thing would be to sit down with the communication companies and 
say, “Well, now, how many circuits do you want between the places 
you talk to?”

Now, remember, this is not going to be from Char lotte to A tlanta ; 
we are  not going to get involved in th at. It  is a question of long haul 
circuits.

So country A could say, “Well, I need 300.”
Country B could say, “I  need 200 for my business.”
And country C could say 150.
So you could add them up and arrive at the percentage that  they 

needed, what that  was of the whole capacity, and say, “If you need 
300 circuits out of a 1,000-circuit satellite, then you ought to put up 
30 percent of the money.”

Now, the fellow that wants to rent, he would come in and say, 
“I do not  want to get  into this act at the beginning, I  want to ren t.”

And we could say, “How many do you want to rent?”
And he would say, “I  w ant to rent the capacity for 20 circuits.”
If the satellite cost a certain amount and it was good for a thousand, 

you could say, “All right, for a ren tal in a relation of 20 to 1,000, you 
can use 20.”

Now, we say, “All right, there are 105 countries around the world 
that might want to get into this.”

And the computer would figure up these things very easily and fast, 
and set the rates, and would also keep track of the  usage.

Mr. Kornegay. You anticipate no problem with tha t phase?
Mr. Dingman. No serious problem. The biggest problem will be 

to get people to agree on what they need to use. But  tha t is stil l a 
commonly carried out thing among communications companies.

They apportion expenses among one another  by what they estimate  
their 1965 requirements are going to be, or 1970, or whatever period 
seems reasonable.

Mr. Kornegay. Now, this satellite could simultaneously transmit 
telephone messages, television, radio, any other  means of communi
cation tha t can be sent by a wave, is that correct?

Mr. Dingman. It  is essentially a microwave radio system. So a 
TV channel roughly occupies a space of 600 telephone channels. 
When you see a TV channel or TV picture in the United States, it is 
occupying the frequency space of roughly 600 telephone circuits.

Or, to say it in an other way, we can put 600 telephone circuits on 
the same channel. So if a country wanted to transm it television 
consistently and regularly, it would pay the costs involved in the 
600 telephone circuits.

So you can measure it just like you can a liquid, or coal, or anything  
else tha t you can get your hands on, if you understand the business.

And it is well understood by the communications countries of the 
world.

Mr. Kornegay. Now, I note in your stateme nt tha t you feel that  
the ground stations should be owned by the individual companies 
rathe r than a corporation?
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Mr. Dingman. Yes, sir.
Mr. Kornegay. Would th at  involve duplication of facilities?
Mr. Dingman. I do not see why it should. Let us assume that  

company A, an oversea carrier, wants a ground station . They go 
to the FCC and apply for a license to operate it. And the FCC goes 
into the question of whether it is in the public interes t, the same as 
they do now, when you go for a radio license; if you demonstra te tha t 
it is used and useful, why, they  give you the license.

So tha t if another carrier comes along and says, “We want to build 
a ground station,” the FCC says, “Is it in the public interest?”

And they might say, “Why don’t you rent or go join with the first 
fellow,” or whatever the s ituation may be.

And th is fellow says, “I can show tha t I can get it cheaper running 
my own than by going with the first one.”

And if the FCC, looking the evidence over, agrees with him, they 
give him the right to build a ground s tation.

In practice tha t is how it would work out. So that there should 
be no duplication tha t way, or at least no uneconomical duplication.

Mr. Kornegay. Actually there would be competition between 
carriers?

Mr. Dingman. You would have competition, because-----
Mr. Kornegay. Within the total framework of the  system?
Mr. Dingman. That is right.
But the first fellow who takes the risks might wind up with a 

station tha t is not as good as the one tha t could be built 5 years 
from then. And the latecomer  might well be in a good, competitive 
position by building a separate one. And tha t would be perfectly 
all right.

Mr. Kornegay. Now, Mr. Minow testified the other day  and made 
the state men t tha t in the event of a loss by the Corporation, that the 
Corporation would average it out, average out their costs among 
their other activities.

I would like to have some expression from you on tha t phase of 
this business as to how i t would be averaged out?

Mr. D ingman. In basic principle this is no different, Mr. Korne
gay, than  the situation  we have today: tha t is, when we put in a 
cable in North Carolina or any other State, we do not fill it up the 
day we pu t it in; tha t does not make sense: because if you wait until 
you have got a use for everything tha t you put  in, somebody is wai t
ing, and tha t is no good.

So you put in a cable with a thousand pairs, and you put  in 60 to 
70 to work, you have got the idle ones t ha t are sitting  there and not 
earning any money for you. But they are going to be used rp  in a 
reasonable period, 3 or 4 years.

The uti lity is allowed to put  in its rate base the whole cable, because 
it is going to be used and useful. And so you are averaging tha t 
partia lly filled cable with the filled ones, and you can thereby get a 
reasonable price for all the facilities used.

Now, this satellite is going to be the same way. When you first put 
it in, you are only going to use a pa rt of the capacity. The idle capac
ity  is waiting for customers. And the carriers having the other cables 
that are in use and the high-frequency radio tha t is in use can average 
these costs in with the others, and their stockholders are still getting 
a return .
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B ut  if you  are only  g et tin g a re tu rn  on that  one  bite, th at one piece, 
yo u obv iou sly  are going to ha ve  lean living in the  ear ly yea rs.

Mr . K ornega y. I th in k we an tic ipa te  th at  si tu at io n,  and  th at  is 
the  reason I wanted to ma ke the point.

Mr.  D ingman. We an tic ipat e that .
So the  car rie rs have a cost  ave rag ing  pos ition which is pa rt and  

parcel of the  com mu nic ations business, because  you  have  to pu t your 
sto ck  on the  shelf  before you  can  sell it. And  the se pa ra te  ou tfi t has  
to pu t the  capacity the re wi th no revenu e from  an ythi ng  else  to carry  
it. So M r. Minow was jus t saying  t hat  if t he carrie rs own i t, they  will 
pu t thi s sa tel lite  comm unica tion fac ility in with the  cost  po t of all  the  
othe rs th ey  ha ve got.

Mr. K ornegay . In  othe r words,  the in te rn at iona l business, as well 
as the  d omest ic business  of the com pan y?

Mr . D ingm an. We keep the m all in one acc ount,  th at  is the  in ter
st at e acc ount.

Mr. K ornegay . Now, ju st  calling your  at te nt io n to this , so it  will 
be i n th e record , the  quest ion  is r aised ab ou t wh eth er the  Corpo rat ion  
wou ld be authorized to issu e securi ties , bon ds,  de be ntures  or othe r 
certif ica tes  of  indebted ness.

1 belie ve th at  is provide d for  in 10115, sec tion  304, subsec tion  (c), 
is i t no t, Mr . Din gm an?

Mr. D ingman . Yes.
Mr. K ornegay . I wan t to than k you , sir, for a ve ry fine, clear , 

concise and  fran k stat em en t abou t this . I t has bee n illu min atin g.
Th e C hairman . Mr.  Dominick?
Mr.  D ominick. Mr. Di ngma n, I also w an t to join  in  co ngrat ula tio ns  

on the sta tem en t. Tt is clea r, and it  seems to ma ke  a reason able 
pro gram.

And T also wa nt to ad d,  T thi nk  you  have been very mo derate in 
some of the  governm ental  gobbledegook th at  is in thi s bill.

In answer  to Mr. Willi am s’ quest ion s y ou  o utl ine d in detai l some of 
the gov ern me nta l reg ula tio n that  would be tru e un de r 10115.

Now , in addit ion  to all these agencies, and  havin g a Presi denti al 
represen tativ e sit tin g in the  Boa rd of Di rec tors mee tings, you  also 
have  the  prov ision wh ere  the  At torney  General is en titl ed  to enjoin  
the  directors  and  the officers of the  comp any an y time  they  vio late  
sec tion 102, which  se ts forth  the  na tio na l obj ect ives.

Mr . D ingm an. T hat is corr ect.
Mr . D ominic k. And one of the m is th at  you mus t do wh at will 

co nt rib ute to wor ld pea ce and  underst andin g, wi thou t an y def ini tion s 
in the  bill.

Now.  how a re the  B oa rd  of Dir ect ors  and the  officers going to op erate 
un de r those kin ds of circ umstance s?

Mr.  D ingm an. Fr an kl y,  I do n’t know.
Mr.  D ominick . I do no t know eith er,  because the re seems  to  be 

def ini te dis agr eem ent  among a lo t of peop le as to wh at  co ntrib ute s to 
wor ld peace and underst andin g.

I would like  to ask one more quest ion . You  have  a televis ion  
receive r in here.  Is  t h a t set  up so th at it  op era tes  on your mo cku p of 
your  system  h ere  (re ferring t o exh ibi t s et up in hearing  roo m)?

Mr.  D ingm an. Yes . This is a mini atu re  sa tel lite com mu nication 
sys tem . And you  ca n see t hat  one end of it  is label ed “U ni ted  S ta te s” 
and it  has  a min ia tu re  lit tle  horn there. Th e othe r is lab ele d
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“Europe.” It  could be Africa, if we wanted it, or it  could be any place 
else.

And we have a microwave radio beam tha t is going from the horn 
of the  United States up to the satellite—in this case it is act ing as a 
moving satellite—and it is received by the one in Europe.

Tha t television camera you see on the left side there is taking a 
picture of this audience and sending i t through the satellite, and i t is 
being displayed on the screen. So it is working just  as a satellite 
system would work if it were in operation.

Now, of course, the little horns tha t are up there are jus t replicas 
of this big fellow which is actually in existence in Andover, Maine. 
And you can get some idea of the real size by the  man crawling up the 
side there.

So we have here a replica of a satellite communication system. 
We could put the camera on the committee here.

The Chairman. It  looks to me as though you have got it on them.
Mr. Dingman. We can point it up to  the Chairman. That is what 

it is, Mr. Dominick.
Mr. Dominick. Tha t is really very interesting.
Mr. Chairman, tha t is all I  have. Thank  you.
The Chairman. Well, tell me, since you mentioned i t, how are you 

transmitt ing this picture here? You have got a camera back there, 
and the picture  shows up on the television screen. Is there a trans
mitt er back there?

Mr. D ingman. There is a transmi tter  associated with the exhibit 
back there, and the electrical signals are obtained from the light going 
in the camera there and are amplified.

The C hairman. And there  is a transmitte r in tha t thing tha t he is 
moving back  there (referring to man in rear of hearing room)?

Mr. D ingman. Tha t has the gear in it.
The C hairman. Tha t is interesting.
I was wondering all the time how you managed tha t inside the room.
Mr. D ingman. Well, it  is really a t rue replica-----
The C hairman. I see where he has jammed it back there.
Mr. Dingman. He is jamming it now. So we are playing Iron 

Curtain  at the moment.
We would not anticipate that  anybody would be up in space like 

he is.
The C hairman. The signal actua lly is going up to tha t little  satel

lite, then?
Mr. D ingman. Yes. sir.
This is a t rue replica, Mr. Chairman.
The Chairman. And is that  a demonstra tion, where he held some

thing up around the satellite, of jamming operations?
Mr. D ingman. That  is not the  way jamming would be done in 

real life, because you could not get somebody up there.
The C hairman. Well, I am no t sure.
Mr. D ingman. A few years from now, maybe. But the jamming 

would come from other transmitting  stations  sending waves on the 
same frequencies.

The Chairman. I would hasten to say, Mr. Dingman, tha t I am 
not an applicant to be one of those who try  jamming it.

Mr. Dingman. We may have some of the communication workers 
of America going up there a few years from now.
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The Chairman. I will leave th at  to the experts.
Mr. Fulton , of Pennsylvania, who is a member of the Committee on 

Science and Astronautics, has been sitting with us in some of these 
hearings and is here with  us today .

He wants to raise the question with you, Mr. Dingman, as to just 
where does space begin insofar as this whole appl ication is concerned.

Mr. D ingman. I am not sure that  I know, and I am not sure t hat  
anyone else does either. But we, of course, want to get satellites up 
quite a distance from earth. In one system it would be up 22,300 
miles, and in some others i t would be up 8,000 or so. So I do not be
lieve the re is much question bu t what tha t is in space.

The Chairman. Wliat abou t 2 inches from the ground station?
Mr. D ingman. I think that  is still in the country that the ground 

station is in.
The Chairman. I do not  w ant to be facetious about it, and I  know 

he does not pretend to, bu t the reason for the question is to bring 
about consideration of just where the rule applies so far as space appli
cation is concerned and the Corpora tion’s author ity.

I think it  has been agreed by everyone tha t the Corporation should 
have authority with reference to the space element, and with particu
lar reference to the satellite being in space.

But the purpose of raising this question is to discuss the advisability 
or inadvisability of the application of the law having to do with what 
ownership the Corporation would have. In other words, as I under
stand, if you are talking abou t space, with a ground station having 
facilities up a few feet from the air, so to speak, would tha t be in 
space; and, if so, could not the same rule of law apply to the ownership 
of the satellite out 22,000 miles with reference to the facility up 100 
feet?

Mr. Dingman. The reason that, as I view it, you have to have some 
organization to own the  satellites, if you can be said to own anything 
8,000 miles up in space, or 22,000, is t ha t it has to be a cooperative 
effort—when I  say “it has to be,” of course, some one enti ty could pu t 
the satellite up, say, and everybody has a right to use them as you 
please. But if you do want  people to put  investment in them, some 
organization has to coordinate the activities of the various owners. 
And you do not have that problem, of course, on the ground.

You can have them separate, and they can be owned in the trad i
tional manner.

The Chairman. I suppose, then, tha t the application here would 
be if the rules were changed with reference to any object such as a 
satellite in this case when it is not actually physically in contact with 
the ground. I suppose the ground stations  all would actually have con
tac t with the ground, would they  not?

Mr. Dingman. Oh, yes.
We would ant icipate tha t tha t would be built  on earth;  in fact, we 

go to quite a lot of pains and expense to be very precise, because we 
want the antenna to point very accurately  and not have any shifting 
due to the movement of the earth in the spr ing and fall, and so forth. 
So it is definitely a p art  of earth.

The C hairman. I gather, then, tha t your  views are tha t anyth ing 
in connection with the satellite operation beyond any of the facilities 
which are attached  to the ground would be the responsibility of the 
Corporation?
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Mr. D ingman. Broadly, I think tha t is it. And we would envisage 
tha t the actual operating satellites would be up thousands of miles, 
seven or eight in any event, and they are more likely to be higher than 
tha t. So tha t there would not be any argument as to an overlap.

The Chairman. Of course, from a practical standpoint , and not 
considering it in this narrow form, tha t what is intended here is a 
satellite out 150 miles or 300 miles, or 7,000 or 8,000, or 22,300, what
ever it might be, th at is what we need.

And we refer to the  ground station as something on the ground t ha t 
receives a signal, or transmits and receives a signal through the 
satellit e in outer space.

Mr. D ingman. Yes, sir; that is right.
The Chairman. I have several more questions myself, but I think 

I will give an opportunity to other members of the committee.
Did you get through?
Mr. Williams. With most of them, Mr. Chairman.
I would like to ask ju st one or two more questions, though.
Your company is willing to invest its money in this program in 

accordance with their propor tionate share?
Mr. D ingman. Yes, sir.
Mr. Williams. Do you consider t ha t a definite risk on the part of 

your company, or is that  a sure thing?
Mr. D ingman. Well, there  is an element of risk. We hope that by 

the time the actual inves tment  has to be made tha t, through the 
experiments, we will have cut down a lot of the risk; that we will know 
how to build a satellite th at  will last and tha t the life will be long 
enough so tha t economies will be obtained.

Mr. Williams. I unders tand tha t a t best there is still an element of 
risk involved?

Mr. D ingman. At best there is still an element of risk, Mr. Williams.
Mr. Williams. Now, I am wondering, if the plan for incorporation 

followed in H.R. 10115 were to be adopted,  and these several thousand 
should buy up these $1,000 shares of stock, presuming tha t the 
experiments should become a failure and they should suffer losses, 
and the fact tha t i t was set up as a Government corporation, can you 
see where tha t might give some grounds to the Federa l Government 
to make up the losses of these stockholders?

Mr. D ingman. Well, T am sure some people would advocate such 
a process.

What  would actually happen , of course, I can only speculate, hut 
if you have a lo t of small investors who lose a large sum of money, 
inevitab ly they are going to sta rt a movement to get reimbursed 
somehow or other.

The Chairman. And the fact tha t tha t was a Government-created 
corporation would certainly  lend substance to their  claim, would it?

Mr. D ingman. It would let them believe there was some substance 
to it.

The Chairman. That is what I mean.
Now, if your company, associated with other companies in free 

enterprise, should undertake  this operation, and it should become a 
failure, then there would certain ly be no cost to the taxpayers, would 
there?

Mr. Dingman. It  would be a loss to the stockholders of those com
panies, and, in effect, it would be no different than  the situation we
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have today, where we build a p lant and a hurricane or some other big 
storm carries it away, tha t is gone. And tha t is one of the risks of 
running  this particu lar business.

The Chairman. Any furth er questions by any members of the 
committee?

(No response.)
The Chairman. Mr. Williams has just posed a question which has 

been in the minds of some members, Mr. Dingman, and that  is, by 
the company investing its funds in a project of this kind, the stock
holders of tha t company would be the losers?

Mr. D ingman. If there was a loss.
The Chairman. Of course, that  was the question that  he raised.
Now, there are those who feel tha t if tha t would be the result, it 

would give rise to a request for an increase in rates, and the general 
public would have to pay for it. What would be your comment 
to that?

Mr. D ingman. In order for a situation of tha t kind to develop, 
Mr. Chairman, it would seem to me tha t it would have to turn out 
to be some sort of a catas trophic situation which, frankly, I cannot 
imagine.

We would have to demo nstra te tha t this was a fair and reasonable 
thing to the Federal Communications Commission, and if we made an 
unwise decision of a kind th at  we could not demonstrate  tha t had good 
sense to it, why, I believe th e FCC would most likely say, “You, the 
management of the company, made a bum decision, and it is a loss to 
your stockholders, and we can only set rates based on what your  
presen t facilities are costing; no more, no less.”

The Chairman. Of course, in tha t case, I could understand  why, in 
order  to protec t the interest of the stockholders, why you would want 
to go to the FCC and ask for increased rates.

Mr. Dingman. I do n ot think tha t we could expect rates based on 
anything  except the cost of the facilities we had left, which were 
working.

The Chairman. Let me say tha t my own personal feeling is t ha t I 
have great confidence in the capability of our international and other 
communications common carriers.

I believe tha t there is the ingenuity and the capability  of good judg 
ment so that this is not going to be a venture  that will fail. From what  
I have heard from all people in this field, the potent ial capabili ty is 
proven already; it is jus t a question of carrying it out.

But, while we are ta lking  about tha t, where would you get the  funds 
to invest or to put into this venture as far as your  own company is 
concerned?

Mr. Dingman. It would have to come from our securityholders.
The C hairman. You would not use reserves?
Mr. Dingman. Well, in any event, when you say we would no t use 

reserves, it would still be the basic responsibility of our stockholders 
to raise these funds.

The C hairman. And, of course, tha t would come through the 
judgment of the Board of Directors primarily?

Mr. D ingman. Tha t is correct.
The Chairman. Now, on page 12 of your statement, in the last  

paragraph, you recommend tha t the class A stock provisions in H.R. 
10115 be eliminated, leaving a single class of stock. What would be
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the effect if Congress were to follow this suggestion b ut also included 
a provision contained in the bill that  referred to limiting any carrier 
to 25 percent of the outstanding stock and 15 percent of the 
authorized stock?

Mr. Dingman. It  would depend somewhat on whether the ground 
stations  were included in the Corporation or whether they were 
excluded.

If the ground stations were excluded, the investment in the satellite 
alone, a t least the portion tha t the American carriers ought to carry, 
would probably be within the resources of the carriers to do the job.

The Chairman. Do you think  such  a provision would be advisable 
or not?

Mr. Dingman. I do not  think it would be advisable. I think the 
carriers should be permitted to invest  in proportion to their expected 
usage.

What I mean by tha t is tha t if the carriers giving voice services 
need a larger percentage of the satellite in order to furnish their 
service, they should be permi tted to invest accordingly. And the 
say to prevent the domination is, as was suggested in the ad hoc 
carrier committee group, restric t their representation  on the Board of 
Directors.

The Chairman. Arc you in a position tha t you could indicate, 
with what you know about  the six carriers—and, by the way, while 
I am thinking about it—I wish you would supply for the record the 
names of those carriers, including the other information, who may or 
may not participate under the suggestion tha t you made.

Mr. Dingman. I could read them now, if you want, or I can do it 
later.

The C hairman. It will be all right, you just might as well get it 
now.

Mr. Dingman. Well, the  car riers t ha t agreed to put money in were 
American Cable & Radio Corp., the American Telephone & Tele
graph Co., the Hawaiian Telephone Co., tlie Radio Corp, of Puerto 
Rico, the Western Union Telegraph Co. Press Wireless made a 
statem ent that  they desired to partic ipate  by means of capital con
tribution toward part ownership, b ut they did not at tha t time make 
a specific commitment as to amount.

In addition, General Telephone later  indicated to the Federal  Com
munications Commission that they were willing to make a capital 
contribution.

Now, the companies tha t did not, of this internationa l carrier 
group, were RCA Communications, the South Puerto  Rico Sugar 
Co., and the Tropical Radio & Telegraph Co.

The Chairman. How much capital  stock do you think this Corpora
tion should have?

Mr. D ingman. If it jus t owns the satellites or the American portion 
of the satellites, it  would seem to me that $150 million would be ample.

The Chairman. In other words, in your judgment the extent 
of the authority  of the Corporation should determine the capitaliza
tion of the Corporation?

Mr. Dingman. The extent of its liability for expenditures—the 
reason I say $150 million, Mr.  Chairman, is that we estimate, or the 
ad hoc committee estimated, tha t the three pairs of satellites in 
synchronous orbit would cost from $155 to $160 million.
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The Chairman. Would that include getting them out there?
Mr. D ingman. Tha t includes getting them out there.
The Chairman. Somebody told me that  it would probably cost 

$180 million to launch these things.
Mr. Dingman. This committee  went into this at quite great 

length, consulted with  NASA and the manufacturers of boosters, and 
the potential  makers of communications satellites, and I believe these 
costs are at least worthy of consideration. So that the booster  for this 
experimental satellite tha t T mentioned we were going to put up in 
May, plus the launching pad services, is going to cost $2.7 million.

Now, tha t is a small booster, and it, is not to be thought of as one 
tha t would do this job, but  even so the Atlas-Agena B is something 
in the order of $9% million, and an Atlas-Centaur is around $10^ 
million. So tha t those kinds of boosters begin to do the job for 
commercial satellites.

So if we did have three pairs of satellites in synchronous orbit, 
$150 million, picking the high figure, if the American portion of usage 
of the satellite was, let us say, 50 percent, which on a usage basis 
would be just  about  the maximum, that would be $55 million. So 
when I suggest $150 million, I have doubled tha t figure to give it 
room to maneuver in.

The Chairman. Do you think there should be a limitation  placed 
on the amount of money tha t this Corporation should have?

Mr. Dingman. I don’t think that, a limitation as such is particularly 
impor tant. If the Satellite  Corporation is well managed, what they 
will do is estimate, after  they get start ed, what  their expenses are 
going to be, and raise enough funds to meet their expenses.

The Chairman. It  seems to be generally conceded by everyone 
tha t it is going to be several years before you can really reach any 
return. Do you share that view?

Mr. D ingman. Yes, sir. And we have, of course, looked in a 
speculative sort of way at what amounts of cash would have to be 
advanced before you expect to st art  getting some back in. And if you 
look at the whole system, tha t is all, the world ground stations and all, 
and satellites, as if they  were going to  be owned by one entity,  the 
probabilities are that all of the investments and experiments and 
whatnot  would require in excess of a half a billion dollars in cash before 
you got some return.

But if the satellite company only owns the satellite, and the ground 
stations  are owned by the different entities around the world, and 
bv the carriers here, you cut down the liability  of the Satellite Cor
poration quite considerably.

The Chairman. Then would it be correct to say tha t what your  
company would have in mind is to have this become a par t of y our 
overall communications system?

Mr. Dingman. Th at is correct.
The C hairman. And this is to supplement your already developed 

and existing service?
Mr. Dingman. That is exactly the wav we would look at  it .
The Chairman. And you would have in mind, just lumping it all 

together and having your company operate  i t as one service?
Mr. D ingman. That is a par t of our regular communications 

service.
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Th e C hair man . Now, could  you give any es tim ate  of the  per 
cen tage of thi s Corpo rat ion  th at  your  com pan y—I go back to th e 
point  raised  by  Mr . Kilgore, bec aus e this is going to be  raised, it  has 
alr eady  bee n raised—-in the  consider ation of the ad hoc com mit tee  
and oth ers , wh at per cen tage of thi s cap ita l ou tla y would your com
pa ny  exp ect  to make?

Mr . D ingman. If i t was done  on a usage basis, we pro bably  should  
tak e a per cen tage somewhere aro und 75 to 80 percen t.

Now, th at  should no t im me dia tel y be picked upon th iuking  th at  
we would han dle  80 p ercent  of th e business  because , as I brou gh t ou t 
earl ier, th e telephone ove rsea revenu es are rou ghly one-t hir d of the 
to ta l. But  the telegraph  bus iness can opera te on cha nnels  that  you 
can get  from 15 to 20 in th e spa ce th at  you  get 1 voice channel , 
so th at we, being in the  voice bus iness, have  to buy a larger  sh are  of 
the frequenc y spe ctrum  of th e sat ell ite . So th at  is wh y we would 
figure  th a t on a usage b asis  w e would hav e to pu t up 75 to 80 perce nt 
of the inve stm en t of the sa tel lite.

The Chairma n. And you wou ld be willing to do th a t und er a 
pro gra m such as you suggest, or  s ometh ing  c om ple me nta ry to it?

Mr. D ingm an. Yes, sir. An d we so ind ica ted  in the  ad  hoc car rie r 
com mittee.

The C hairman . Would th at  me an th at  you would have  75 or 80 
pe rcen t of the stock,  o r you wan t to have 75 or 80 perce nt  of the  con trol  
of the  Corpo rat ion  as well?

Mr . D ingman. In the  ad hoc  carrie r com mit tee , wi th a str uc ture  
such  as th at , where  the  carriers  pu t the ir mo ney  in  based  on app rox i
mate usag e, we agreed and we nt  alon g with  the  rec om me ndation  th at  
each ca rri er  who pu t in as muc h as a hal f million dolla rs would be 
en titl ed  to two dire ctors, no mo re.  So we with our $65 mill ion got 
two dir ector s, and some o ther  com pany with  $500,000 go t two di rectors .

Th e C hairman . H ow m an y dir ectors  would you th in k th at  this  
Co rporati on  shou ld have?

Mr. D ingm an. Obv iously there is some upper limit, bu t in the  ad 
hoc ca rri er  commit tee  w ith  six comp anies c on tribu tin g, we would  hav e 
had  12 directors .

Th e C hair man . And  do you th ink the re should be any pub lic 
dir ectors ?

Mr. D ingm an. In  t he  case of the ad hoc carrie r com mi ttee, we we nt 
along wi th a group th at  recom mended,  or pa rt of the m,  th at  the  
Pres iden t or whomsoever  he desig na ted  could ap po in t three  public 
dir ector s. Wi th th at  kind of an arr angeme nt,  we we nt  along with 
th at .

The C hair man . And you wou ld be—you would be satis fied  with 
th at kin d of arrangeme nt?

Mr. D ingm an. Tha t kind  of an arr angeme nt un de r the  ad hoc 
carrier recom mendation would  be sat isfactor y. M y comp any con
curred in th at  rep ort .

Th e C hairman . Wou ld you  th ink th at  some of the stock shou ld 
be owned by  someone else ot he r than  carr iers?

Mr. D ingman. We belie ve th at  the  best opera tion would res ult  
from the car rier s alone own ing the com pany.

The C hairman . Supp ose there were some who did  no t subscribe, 
would it  be necessa ry, the n, to sell it  to nonca rrie rs?

Mr. D ingm an. Obv iously you would have to ge t it  going. Bu t 
wi th the Corpo rat ion  th at  was se t up  th at  the car rie rs ha d in min d
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when they set their ad hoc report up, there wouldn’t be any need, 
there was enough money pledged in tha t particular operation to take 
care of the American portion of the  satellite. So I don’t believe that 
tha t contingency would arise.

The Chairman. Do you think there should be auth ority for the 
floating of securities in order to raise funds if needed by the Satellite 
Corporation?

Mr. D ingman. Yes, sir.
The Chairman. And you think tha t tha t should be permitted?
Mr. Dingman. Yes, sir.
The Chairman. What would be your reaction to the proposition 

tha t the carriers owned, say, 60 percent, or are permi tted to purchase 
or subscribe up to 60 percent of the total  capacity  outlay , and the 
other 40 percent by noncarriers?

Mr. D ingman. Well, I think tha t would be an improvement over 
the arrangement contemplated in H.R. 10115.

The Chairman. But you would not recommend it?
Mr. D ingman. I would not  prefer it.
The Chairman. You would prefer the other  arrangement?
Mr. D ingman. I would prefer  the ad hoc committee arrangement.
The Chairman. Now, I asked the l.T. & T. witness yeste rday this 

question, and I want to ask you. Should the principle in the bill 
H.R. 10115 be adopted by the Congress, are you in a position where 
you can state whether or not your  company would partic ipate  in such 
a venture?

Mr. Dingman. Of course, Mr. Chairman, our board of directors 
has not acted on this mat ter,  because experience has shown that bills 
very rarely get enacted in precisely the form they are presented and 
worked on, and even small changes in bills change their  value in 
consideration by a company.

On one side of this, we think  we are a forward-looking company, 
we want to be active in this, we want to go ahead, and we think it is 
very impor tant. We have indicated our willingness to put up real 
money to back a satellite  corporation.

But , despite all those considerations, if this bill became law exactly 
as written , I believe the officers of the company would have con
siderable difficulty in recommending any substantia l investment.

The Chairman. You think it is impracticable and unworkable?
Mr. Dingman. We think it is impracticable and liable to be 

unworkable.
The Chairman. Do you support an affirmative statem ent in any 

legislation for provisions that  all carriers may have the opportuni ty 
to use this vehicle?

Mr. Dingman. Yes, sir.
The Chairman. In other words, you think tha t if a carrier is not in 

a position to participate in the initial capital outlay of this but  is in 
the business and can obtain  approval from the Federal Communica
tions Commission th at tha t carrier should have the privilege of using 
the facilities?

Mr. Dingman. By all means. Of course I am assuming that that 
carrier would pay a fair rental, but they definitely ought not to be 
excluded because they didn’t have ownership.

82059— 62—pt. 2------14
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The Chairman. Well, it would be only reasonable to expect tha t. 
I assume all carriers would have to pay a fai r rental or whatever you 
might call it for the use of it.

Mr. Dingman. Yes, sir.
The Chairman. Even though your own company, if it  has an in

vestment, part ownership, would have to pay a reasonable rental.
Air. D ingman. That is correct.
The Chairman. For the use of it.
Now, there was a grea t deal of discussion about  the State Depart

ment.
Under your present procedure, you have had to negotiate with 

foreign countries, I guess, in a number of instances.
Mr. Dingman. We negotiate with the communications agencies in 

those foreign countries.
The Chairman. Is it not true tha t you are operating  now with or 

through some 37 internationa l agreements?
Mr. Dingman. We have more than that, Mr. Chairman. We have 

some 165.
The Chairman. 165?
Mr. Dingman. Yes, sir.
The Chairman. I was cu tting you short.
Were those agreements negotiated in cooperation with the State 

Department and foreign governments?
Air. Dingman. Alost of them. We didn’t need the help of the 

State Department. We notify the State  Departmen t when we are 
negotiating. And in a few of them the State Departmen t was helpful 
in one phase or the  other. But for the most par t the matters  that  are 
discussed involve communications, ownership, the way you are going 
to divide the revenues, and the kind of service, the hours of service, 
and so forth. And we didn’t need the help of the State Departmen t 
in such matters.

The C hairman. But  where you did need the assistance of the State  
Department, you did not hesitate  to ask for it?

Mr. Dingman. We d idn’t hesitate. And, as I said earlier, we did 
not consider tha t we have had any problems with the State Depart
ment. They have been helpful.

The Chairman. That arrangement, then, tha t you have pursued 
during these years has proven satisfactory?

Air. D ingman. In our opinion, it has proven very satisfactory.
The Chairman. It  is your position, then, tha t the State Department 

should be available if needed, and t ha t the Corporation should advise 
the State Department of any negotiations going on?

Air. D ingman. Right.
The Chairman. And you think tha t should be the extent of their 

participation?
Air. Dingman. Yes. And we could go a little  further, tha t if the 

State Depar tment took the  position tha t any particu lar agreement was 
not in the national interest  we would do something about it.

The Chairman. Do you think it would be advisable for the State 
Depar tment  to have auth ority to look into any such arrangement to 
see whether i t is in the public interest?

Air. D ingman. We would have no objection to that.
The Chairman. Now, with reference to ground stations, the 

Federal Communications Commission suggested in their statement
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here th at the determination of the ownership of ground stations should 
be left flexible.

You prefer tha t it be positive and owned by the private carrier 
organizations?

Mr. D ingman. We prefer it tha t way.
The Chairman. What would be your reaction to leaving the 

Federal Communications Commission a utho rity to decide who should 
own the ground stations on the basis of the channel allocation and so 
forth, with the general direction or policy th at where feasible it should 
be owned by the carriers?

Mr. Dingman. Well, tha t would be a big improvement over the 
present bill.

The Chairman. Can you visualize a circumstance where such a 
facility might be needed that the carr ier would not provide?

Mr. D ingman. I can’t visualize any, Mr. Chairman.
The Chairman. You say you cover about 75 or 80 percent of the 

globe now?
Mr. Dingman. No, a little more than tha t. From the Lnited 

States  we can connect you with 98 percent of the world’s telephones 
today.

The Chairman. Suppose the Government were to decide that  a far 
removed point such as the Antarctic  would require some such facility, 
do you think th at the existing international carriers would if requested 
establish such a station?

Mr. Dingman. Yes, I think that  tha t would be done.
The Chairman. But you do not  think tha t the law should extend 

the author ity to the Government to require it to be done?
Mr. Dingman. I don’t think tha t it is necessary.
The Chairman. I once made a trip  to the Antarctic , and to the 

South Pole, and I had the very thrilling experience of talking from 
Antarctica  to my wife in Arkansas. Now, I wouldn’t a ttem pt to de
scribe to you just the various ways the signal got through, but  i t was 
a very pleasant experience.

Mr. Dingman. 1 hope it was a good connection.
The Chairman. Very good, as though it was next door.
Mr. Dingman. Th at is fine.
The Chairman. But it seems to me tha t those are some of the  

questions tha t the Government has a right to raise with reference to 
a service where the  interest  of the  Government would require it.

Mr. Dingman. Well, you get into this sort of a situation, Mr. Chai r
man. Most places around the world belong to somebody-----

The Chairman. This is the  biggest continent, I think, maybe the  
biggest or one of the  biggest, where there is nobody there to do it.

Mr. Dingman. That is right. 1 am not just  sure who owns that  
part of the world.

The Chairman. Nobody else is sure under the circumstances. 
We do have an agreement, which I am glad to say tha t I think our 
visit had something  to do with. But there  is no private enterprise 
operating down there. But it is one of the most important areas 
in the  whole world, I will say tha t.

And insofar as the future is concerned, I think  it should have ma
terial effect.

Mr. Dingman. I am pretty  sure tha t if the  United States  common 
carriers were asked to establish a communication system from Ant-
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arctica and it was on Uni ted States soil there, where we were the sole 
deciders, meaning the Nation, not the carriers, why it would be done.

The Chairman. That  is just the question I would like to raise. 
Under the circumstances, you cannot say that  the United States owns 
the soil, and we have operations  down there, the Navy and the Army, 
and the Air Force, and we are down there, and they  are putting up 
their  own facilities.

Now, there is a small atomic energy generating plant being built 
there, which is an interes ting situation.

But the Government has had to do all this. As a matt er of fact, 
it has been an experience in which the Government had some difficulty 
even in getting Pan American to establish a commercial flight in 
there. They finally got them to do it, but it did require a great deal 
of work.

Mr. Dingman. The reason I stressed the ownership of the terri tory, 
if th at is the righ t te rm to use, is that if some other country does own 
the territory,  no U.S. carrier can go in there and establish service 
without tha t country’s permission.

The Chairman. Well, is it your viewpoint, then, when you say 
the American carriers should own the ground station , to limit that to 
the United States in our possession of the territory?

Mr. Dingman. Not necessarily. Some American carriers own com
munications facilities overseas, and-----

The Chairman. Maybe I do not get my point over.
You do not feel that  the Corporation should own ground stations?
Mr. Dingham. That is correct.
The Chairman. Would you object, if the intere st of the Govern

ment required it, to the Corporation owning ground facilities outside  
of the United States  and our possessions?

Mr. Dingman. That  would not be as object ionable to their owning 
them within the United States.

The Chairman. But if it  developed in a far remote  situa tion tha t I 
have spoken of th at the military is down there carrying  out a mission, 
a highly impor tant one, and they should have need of such an in
stallation, you wouldn’t object to their doing it?

Mr. Dingman. Not if all of the U.S. carriers were given a chance 
to do it. And had refused to do so.

The Chairman. Decided against it.
I might say, we have the station at the South Pole. And we were 

advised by the scientists there that  that, was the only stationary 
point at which a satellite can be tracked every minute of the day. 
And we felt tha t tha t being true it was highly imperative tha t we 
keep the station. And, as I say, in 1958 we came close to giving it 
up. But suffice it to say, we are still there.

Mr. Dingman. I am glad.
The Chairman. And I don’t know how many discoveries we are 

going to make out in ou ter space or some other planet, or somewhere 
else, where we might have to have a Mars station or an Earth station 
or something like that .

I am talking way over mv head now, I will tell you that.
But it does seem to me tha t your company and the companies 

involved, in thinking through this whole thing, want to leave private 
enterprise do this job. But to give ample assurance that  where it is 
necessary in the interest  of our country with our farflung military
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foreign relations commitments I just have a feeling there ought to 
be some provision where, if it cannot be provided by private carriers 
on a feasible basis, then there should be some othe r way to get to it.

Mr. D ingman. I find it difficult to think  of any situation where 
the U.S. carriers wouldn’t do the job if the U.S. Government wanted 
it done.

The Chairman. I am glad to get tha t comment from you, because 
I know tha t the same si tuation prevailed when the Civil Aeronautics 
Act was provided.

And I  also know tha t there  had to be special arrangements for such 
a requirement on the basis tha t the Government would pay for it. 
And many years have passed since tha t time, and the requirements 
have changed, too, but there were times when that  had to be done, 
because the  carriers then were not in a position to do it.

Mr. D ingman. A number of years ago, r ight  after World War II,  
when the U.S. forces were occupying Germany, the question of 
communications for our troops; tha t is, personal communications, 
arose. And the German situation was such tha t we could not expect 
them to build the radio terminals on tha t side. And A.T. & T. did 
actually sta rt radio stations in Germany and operated them so tha t 
the troops got communications with their folks back home.

After the country became organized and took over their communica
tions again w'e withdrew. So that is the sort of situation that  I 
suppose will happen again someday, I don’t know when and where. 
But we thoroughly understand the situation  and took steps to do 
something about it.

The Chairman. Well, t hat  is encouraging, indeed.
Are you familiar with the provisions of the Federal Communications 

Act wliere the Federa l Communications Commission under certain 
circumstances can require the car rier to perform certain services?

Mr. Dingman. Yes, sir.
The Chairman. Do you think tha t the existing provision is suffi

cient, tha t if a certain service is required now, that the Federal 
Communications Commission could require it?

Mr. D ingman. Yes, sir.
The C hairman. I wish there were time to ask some questions 

about the jamming operations tha t you mentioned a moment ago. 
I would like to know more about it. I had been of the impression 
from what I  had heard that these satellites  could be established where 
it would be impossible to jam the signals. And I understood from 
you, it is very likely that it can be done.

Mr. Dingman. With the equatorial high altitude  satellites, to use 
them at high frequencies would make them susceptible to jamming.

Now, there are antijamming techniques tha t you can use. In a 
very rough way it revolves about the practice of changing your 
frequency very rapidly so that  the jammer can’t antic ipate  what 
your f requency is going to be seconds ahead, and you can outwit him 
in that  way to some extent. But tha t uses a tremendous amount of 
frequency space and keeps your satellite  from being an efficient tool 
of communications.

The C hairman. If you had all three of the systems tha t you 
referred to earlier, would there be relays from one to the other, or 
could that  be a way of avoiding the possibility of jamming?
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Mr. Dingman. A system working, say, in polar orbits at 7,000 or 
8,000 miles, there would be many times when the satellite would be 
mutually visible between two points on earth, but  still wouldn’t be 
visible to the jammer. In tha t case, you are communicating despite 
his jamming action.

So that, for this and othe r reasons, my company feels tha t there are 
virtues in having both kinds of systems, tha t is, the high altitude  
system and the medium altitude system. So they  will live together 
and coordinate, at least we believe they will. And you do get some 
protection  against being jammed out completely in the event things 
got out of hand.

The Chairman. Le t’s see. You have the high a ltitude satellite, is 
that what the Army refers to as the Advent?

Mr. Dingman. The Advent is supposed to be a high altitude system.
The Chairman. And you have tne equatorial system.
Mr. Dingman. Tha t, of course, is high altitude equatorial, and 

then you can have a low altitude equatorial if you want it.
The Chairman. And then we have the polar orbits.
Mr. Dingman. You have the polar orbits.
The Chairman. And what is th at other one out 300 miles?
Mr. D ingman. 300 miles is too low for a useful system, you need 

too many satellites.
The Chairman. One othe r question. We have had some discus

sion about complying with the SEC legislation. Would the question 
of who shall own the ground stations have to be decided before your 
securities are issued in order to include this information in registration 
statem ents with the Securities and Exchange Commission?

Mr. D ingman. If the Corporation was not prohibited by the act 
from owning them, or it was pu t in the bill t ha t they might own them 
under  certain conditions, it  would seem to me tha t if you were talking 
about a public issuance of stock, you would have to make a disclosure 
that  it  is possible t ha t the Corporation may own ground stat ions, but 
at present we have no plans or no authorizations, or they would have 
to say whatever the tru th was.

The Chairman. And say what?
Mr. D ingman. They would have to say whatever the facts were. 

Bu t I don’t believe it would have to be absolutely nailed down th at 
they  would or wouldn’t.

The Chairman. You do not think, then, tha t the decision has to be 
made now in consideration of this legislation rathe r than waiting later  
as suggested by the FCC?

Mr. D ingman. No; I don’t think you would.
The Chairman. Mr. Dingman, I suppose you could very well see 

tha t I have been out over my head—is th at the way we refer to it in 
outer space—in some of these questions, but they have been raised 
during the course of the hearing, and I think they are very important  
for th is record.

Again, I want to than k you for your testimony, your presentation 
here, and the assistance which you have given to the committee with 
your presentation.

Mr. D ingman. Again, I appreciate the opportuni ty of being here.
The Chairman. I am sorry we have kept you so long. I did not 

inten d to run to this hour. But I did want to conclude with you 
before you stepped down.
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I imagine you are ready to take a little recess. But we do thank 
you for your patience and the very fine way tha t you have responded 
to the questions, as well as your presentation.

We have  one other important witness this afternoon, Mr. Ralph O. 
Beck, vice president of the Hawaiian Telephone Co., a constituent of 
our colleague, who has been here since these hearings have been 
established (Hon. Daniel Inouye, of Hawaii).

I believe in view of the hour now we will try  to come back at 2 :15.
The committee will recess until  2:15.
(Whereupon, at 1:05 p .m., the committee recessed, to reconvene at  

2:15 p .m., the same day.)

A F T E R N O O N  SE SSIO N

The Chairman. The committee  will come to order.
We were honored by  our colleague, the distinguished Senator from 

Hawaii, Senator Oren Long, who was with us this morning a t the time 
we adjourned. He will be back with us this afternoon. We will be 
glad to have him back with us for the meeting.

I could not help observing at this time that Senator  Long has an 
excellent first name, and it is spelled correctly,  too.

We also had with us our distinguished colleague from Hawaii, 
Congressman Inouye, and we were glad to note his presence and in ter
est, too, in tliis im portant problem and the recommendations of both  
of them of the witness we have before us this afternoon—Mr. Ralph  
O. Beck, vice pres ident of Hawaiian Telephone Co., Honolulu.

Mr. Beck, we are glad to have you on this important subject. We 
would be glad to have your s tatement.

Mr. Beck. I have a s tatem ent, Mr. Chairman, and with your per
mission I  will read it.

The Chairman. Very well, you may proceed.

STATEMENT OF RALPH 0. BECK, VICE PRESIDENT, HAWAIIAN 
TELEPHONE CO.

Mr. Beck. My name is Ralph O. Beck. I am a vice president  of 
Hawaiian Telephone Co. Our company is a communications utility 
operating throughout the State of Hawaii and providing services 
between Hawaii and the  mainland United State s and to other  par ts 
of the world. Our company owns an interest in the transpacific 
telephone cable facilities connecting Hawaii and the mainland United 
States. We recently signed an agreement and have been authorized 
by the Federal Communications Commission to become a joint owner 
in the proposed Hawaii -Japan cable, and to partic ipate  in the con
struction and operation thereof.

Hawaiian Telephone Co. is an investor-owned public utilit y with 
abou t 18,000 stockholders. We are an independent company not 
affiliated with any other organization. Our stock is widely held 
throughout the United States.

Our company is subject  to regula tion by the Hawaii Public Utili ties 
Commission and by the Federal Communications Commission.

We are vitally  inte rested  in satel lite communications and in the two 
bills now before this committee: H .R. 10115, introduced by Mr. H arri s, 
and H.R. 10138, introduced bv Mr. Miller, which we understand are
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identical and are commonly referred to as the administration bills. 
We are also in terested in H.R . 9696 as well as H.R. 10104, referred to 
the Committee on Science and Astronautics. We were a member of 
the Federal Communications Commission’s Ad Hoc Carrier Com
mittee  and supported its recommendations.

Because of our geographical location and the projected traffic fore
cast in the Pacific area, we believe that the use of space satellites as 
another medium for communications is ideally suited to our operations.

We would like first to stat e that  we arc in hear ty agreement with the 
idea of private ownership and operation of the Satellite Communica
tions Corporation, which is one of the basic premises of the bills listed 
above. We endorse and supp ort President Kennedy’s views as ex
pressed in his policy statem ent dated July 24, 1961, on the importance 
and desirability of continued private ownership and operation of our 
internat ional communications systems, subject to Government regula
tion of rates and service. We question, however, whether the adminis
tration bills. H.R. 10115 and H .R. 10138, are fully consis tent with the 
President 's policy sta tement.

Traditionally international common carriers have provided com
munications between the United States  and oversea points in the 
amount and kind necessary to satisfy the need for such services. 
Negotiat ions between the U.S. oversea carriers and the communication 
adminis trations  of foreign governments have been necessary and have 
been successful. These services have been provided under supervision 
by the Government as specified in the Communications Act of 1934. 
Communications by satellites can and should be provided under the 
same regulatory principle.

Provisions of the administration’s bills, H.R. 19115 and H.R. 10138, 
which call for unnecessary and undesirable controls, in our opinion, 
include:

Section 201(a)(8) detailing the extent of supervision over manage
ment of day-to-day affairs of the Corporation.

Section 201(c)(3) granting to the Secretary  of State the right to 
insti tute a proceeding under section 214(d) of the Communications 
Act to require  the provision of service to specified foreign points.

Section 201(c)(6) reserving to the Federal Communications Com
mission the right to specify technical characteristics of the system.

Section 402 specifying th at  the Department of State will conduct 
or supervise negotiations with foreign carriers. (See also section 
2 0 1  (a)(4).) . .

Regulation of any common car rier must necessarily infringe to some 
extent on the “rights” of pr ivate  management and surely the national 
interest is and has been an influence on the management of in terna
tional carriers, but it is not carrying out  the  nationa l policy of private 
ownership and operation, merely to organize a “pr ivate” corporation 
and employ “pr ivate” capital while reserving to the Government the 
right to make major management decisions. The above provisions 
of the bill taken together deprive the management of the Satellite 
Corporation of rights which are needed to manage the enterprise 
effectively.

The administration  bill provides for overlapping regulation of the 
Satellite Corporation by several agencies of the Congress and of the 
executive branch of the Government . We suggest tha t more efficient 
and product ive regulation would result if there were only a single



COMMUNICATIONS SATELLITES 557

Federal regulato ry body, preferably the Federal Communications 
Commission, which would deal with the Satellite Corporation.

The adminis trative bills, as well as H.R. 9696, provide tha t the 
Satellite Corporation will own and operate the ground stations and 
related equipment. Our company is primarily interested in a ground 
station  to be located in Hawaii. We consider tha t such a station 
would be merely an extension of our own terres trial network of com
munication facilities, which now embraces landlines, submarine cable 
and radio facilities. We believe th at we can more efficiently and eco
nomically integrate space communications with our own system if 
the ground system is owned and operated bv our own company, 
either alone or join tly with other communication carriers, rather than 
having the divided responsibil ity which would exist if the ground 
station in Hawaii were owned by the Satellite Corporation. We, 
therefore, favor the provisions of H .R. 10104 which provide for the 
ownership of ground stations by the participat ing carriers.

The present provision for class A and class B s tock in the adminis
trat ion bills appears to result in two conflicting, and perhaps irrecon
cilable, interests in the Corporation—the interest of the class A stock
holders who are primarily in terested in earnings, which will come from 
charges to the carriers using the facilities of the Corporation, and the 
interest of the class B stockholders who will be concerned primarily 
with efficient services and low rates.

A preferred arrangement, in our opinion, would be to provide for 
only one class of stock to be owned solely by communications common 
carriers authorized by the Federal Communications Commission to 
use satellite facilities as proposed in H.R . 9696 and H.R. 10104. Such 
investment, in our opinion, should become a par t of the  carriers’ rate 
base. Voting rights should be restricted to insure no single carrier 
could dominate the Corporation.

These, then, are the salient points tha t we call to your attention 
today. 1 want to emphasize th at Haw aiian Telephone Co. feels t ha t 
its future is inextr icably part of any proposed worldwide space satel
lite communications system. As evidence of this interest, I feel I 
need only call your  at tent ion to our pa rticipat ion in the discussions of 
the Federal Communications Commission’s ad hoc carrier committee, 
our stated  willingness to invest $2 million in a common carrier joint  
venture as proposed by tha t committee, and my presence here today, 
some 5,000 miles from our base of operations in the newest State  of 
the Union.

Our sincere thanks to you for giving us this oppor tunity to present 
our views.

The Chairman. Mr. Beck, we appreciate very much your sta te
ment explaining your organization and your interest, your sugges
tions with reference to  this important  proposal.

Mr. Hemphill, any questions?
Mr. Hemphill. Thank you, Mr. Chairman.
I want to congra tulate  you on the fact that you have pointed out 

the fact tha t the interference of the State Department could do 
nothing to help this  program. T haven’t been here long, bu t I  haven’t 
seen the State Departmen t do anything really successful for this 
country in the 6 years I have been here. 1 have been so a fraid that  
they w ould ge t the ir hands in the pie in this and really ru in the pros
pects—I just delight in the fact that you point out tha t they are not
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necessary, and t hat  you feel th at  they would not be the proper agency 
to be in this picture.

Now, as I understand your statement, you said that the FCC 
would supervise the rates and also the regulations, and that is what 
you prefer—is tha t right?

Mr. Beck. Yes, sir.
Mr. H emphill. I notice you made some mention of service. 

Actually, the service will be the same kind of service that  we have 
expected from private ownership and operation in the past, will it 
not?

Mr. B eck. Yes, We feel that  space satellite communications is 
just  an extension of ano ther means of communication, supplementing 
tha t which we already have—high frequency radio and submarine 
telephone cable.

Mr. H emphill. And you feel tha t the thing would be more efficient, 
give be tter  service, if it were left in the hands of a private company, 
rather than have the Government interfering, is that correct?

Mr. Beck. Yes, I do. And that is particularly important  when 
one unders tands the complexities of the operation of a distribution 
network  such as a telephone company organization has.

There is your key point of coordination with the ground station. 
And if we owned our ground station  facilities in Hawaii, we would 
be bet ter able to control those facilities and coordinate them to give 
service to the customers, which is our primary responsibility, anyway.

Then, insofar as the satellit e corporation is concerned, if we have 
investm ents in tha t corporation  and directors on the board, we will 
be represented accordingly at that  level.

Mr. H emphill. Thank you.
Than k you, Mr. Chairman.
The Chairman. Mr. Younger?
Mr. Younger. Mr. Beck, I  also want to associate myself with the 

position that you have taken in regard to these bills advocating what 
I believe to be the private enterprise approach. I differ a little bit 
with my colleague, Mr. Hemphill, in t ha t I think we will have to have 
certain associations with the State Department.

You have tha t association now with your cables, somewhat— 
although you make your own deals, you deal with Japa n or you deal 
with other countries. But  in the satellite, where it is worldwide, you 
may have to have some relationship through the State Department as 
we do with  the common carriers. As was pointed out by Mr. McGhee, 
the State  Depar tment  hopes to do a b etter job in giving the  routes to 
the foreign carriers, which in many cases work a great hardship on 
our own carriers.

Mr. Beck. If I may say so, sir, if we would be in a position to call 
upon the aid of the S tate Department when we though t i t was desir
able, tha t might be something that we prefer.

Mr. Younger. That is true. I think they should have no regula
tory  authority  over you. Th at should be vested in your main contract 
with the Government, the FCC.

Mr. Beck. Tha t is the way we look at it.
Mr. Younger. Tha t is the way I would envisage such a corpora

tion action.
Are you prepared to invest money in this Corporation?
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Mr. Beck. We feel we have made a commitment in the form of 
an organization as described in the ad hoc carrier committee report. 
We would invest money in any organization permit ted to incorporate 
along similar lines.

Mr. Younger. You have had no trouble getting along with joint 
ownership with the cables, have you?

Mr. Beck. No, sir. As a matter  of fact,  we have been a partner 
with the American Telephone & Telegraph Co. in the operation of 
the telephone submarine cable between Hawaii and the coast of 
California. That cable was put  into operation  in October 1958, at 
which time we owned 15 percent of the  total  investment in the cable.

Our relationship with tha t company has been eminently satisfac
tory. We are able to express our own opinion and are regarded by 
them as a full-fledged partner . We increased tha t partnership 
investment to 35 percent of the total  this  past year, and, fur thermore, 
we are entering into a partnership agreement with the American 
Telephone & Telegraph Co., and a Japanese organization, the Kokusai 
Denshin Denwa Co., of Tokyo, to operate the Japan-Hawaii cables, 
and to lay  them in 1964.

I submit we would not have increased our investment in the tele
phone cable to California, nor would we have considered entering 
into any further partnership agreement with A.T. <fe T. if our relations  
were anything bu t sati sfactory. We are no t afraid of any domination 
of any carrier tha t size.

Mr. Younger. In fact, your 15-percent investment to sta rt with 
did not  hamper you at all in dealing with them as a partner, did i t?

Mr. Beck. Not at  all, sir.
Mr. Younger. And they treated you as a partner?
Mr. Beck. Yes, sir.
Mr. Younger. Th at is all.
The C hairman. Mr. Rogers?
Mr. Rogers of Florida. Mr. Chairman, jus t a question or two.
Mr. Beck, I appreciated your statement.
You expressed concern about some of the unnecessary and unde

sirable controls, which I have some concern about, too, in the proposed 
legislation. Particularly you mentioned one, section 201(c)(3) on 
page 3, which is granting to the Secretary of State the right to 
institu te a proceeding under section 214(d) of the Communications 
Act, to require  the provision of service to specified foreign points.

It  is my unders tanding tha t the bill as presented says that the 
Secretary would not necessarily be a party  to the proceeding, bu t 
simply would request  such service, and then the FCC would ins titu te 
the proceedings, as they would now. Is that your understanding?

Mr. Beck. Aly understanding of this is that  the Secretary of Stat e, 
or whomsoever he should designate, could insti tute the proceedings 
tha t they feel that  service should be extended to a foreign point.

Mr. Rogers of Florida. It  wasn’t my understanding that  they  
could institu te it. I think it might be well for us perhaps to have the 
staff clarify that for us, as far as the language goes, because I believe 
the understanding is, from my discussion with the staff, that the 
Secretary of S tate  himself would not in stitu te it, or someone he desig
nates, but it would be in stituted by the Commission at a request in 
effect by him—but he would no t become a par ty as such.

Mr. Beck. You are correct, sir.
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Mr. Rogers of Florida. Now, how would you have a request for 
service to specified foreign points determined where it  is not econom
ically feasible to include them in the system, and yet  because of a 
foreign policy objective our  Government feels it is necessary to service 
tha t point?

Mr. Beck. Tha t is a ma tte r tha t I feel would probably  not affect 
the operations of Hawaiian Telephone Co. as such. I th ink the answer 
that  Mr. Dingman gave to a similar question this morning is one tha t 
should be the a ttitu de of the  satellite corporation, specifically, th at if 
the U.S. Government were to ask for service to a particular point on 
this globe, they should be ready and willing and able to serve.

Mr. Rogers of Florida. I think he qualified that.
Mr. B eck. Because of the policy—yes—of the overall earnings of 

their  particular company, taken  into consideration, rather  than one 
point-to-point service standing on its own feet.

Mr. Rogers of Florida. I think he qualified tha t by saying that 
if the country they would deal with, or the company, or whatever 
group, in the recipient coun try might also agree and ask for tha t 
service. I think he qualified it to that degree.

Mr. Beck. Yes, he did.
Mr. Rogers of Florida. In effect, I think Mr. Dingman was saying 

wherever the Government really wanted service they would get it 
there, he felt tha t they could.

Mr. Beck. Yes, he was speaking for his company, which, admit
tedly, has had far more experience in th at than a company of the size 
of Hawaiian Telephone Co.

Mr. Rogers of Florida. I understand. But I don’t see, frankly, 
where there is great objection to the Secretary of S tate  asking tha t 
the FCC institu te a proceeding to require service to a specified point 
if in effect the company will want to do it anyhow. I think maybe 
that  may be a technical objection tha t I do not see too much criticism 
to. But I do have concern about too much control of the State 
Departmen t in the negotiations in this whole field.

Mr. Beck. The items tha t I mentioned in my statement were not 
intended to include all such items of control, merely illustrations.

Mr. Rogers of Florida. Thank  you, sir.
Thank you, Mr. Chairman.
The Chairman. Mr. Beck, I have noticed with interest your state

ment, your presentation here today—though it is somewhat brief— 
but on the major provisions it appears to me that you hold the same 
views, primarily and fundamentally, expressed to this committee in 
the presentation  this morning of Mr. James E. Dingman.

Were you in the room during his testimony?
Mr. Beck. Yes, sir; I was.
The Chairman. Would you say tha t that was a correct sta te

ment—that  your views and Mr. Dingman’s views were about the 
same?

Mr. Beck. They are substan tially  the same, sir.
The Chairman. You heard the various questions by the committee 

tha t were asked of Mr. Dingman. Would you say that  his responses 
to the various and sundry questions are primarily and fundamentally 
the same views you would express on similar questions?

Mr. Beck. In general, they were.
The Chairman. You have indicated that  if something in your 

judgment was decided upon in the Congress that  would be workable
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and practical, that you would participate to the extent of about $2 
million?

Mr. Beck. I indicated that  if the Congress were to approve legisla
tion patterned after the recommendation of the ad hoc carrier com
mittee, tha t we would be prepared to invest approximately $2 million 
in a satellite corporation.

The Chairman. In other  words, that  would be about 20 shares, 
should the program in II.R . 9696 be adopted?

Mr. Beck. Yes.
The Chairman. If the principle in the bill, H.R. 10115, and an 

identical bill by Mr. Miller, were to be approved by the Congress, 
are you in a position to s tate  whether your company would participate 
in such a program?

Mr. Beck. I am not in a position to state whether or not we would 
participate. This would be contingent upon a decision of the board 
of directors of our company. The operating characterist ics of the 
satellite corporation as proposed in H.R. 10115 are considerably 
different from t hat  considered bv our board of directors  as described 
in the  ad hoc carrier committee. I would not be able to speak for our 
directors under the new circumstances.

The Chairman. You do feel tha t a program to obtain the full 
benefits of satellite communications system is highly imperative?

Mr. Beck. Yes sir, I  do.
The Chairman. Is i t your view tha t this will be supplementary to 

existing facilities?
Mr. Beck. Yes, very much so.
The Chairman. And could not be practical or even successful if it 

were not used in connection with existing facilities?
Mr. Beck. Would you repeat your question, sir?
The Chairman. Th at it would not be practical if it were not used 

in connection with carrie rs’ present facilities.
Mr. Beck. It  could be used separately, or together, as a supple

ment, with the existing facilities th at we operate and o ther companies 
similarly established operate.

The Chairman. Could there be any broad extensive use of the 
satellite system if it were used separately from existing facilities?

Mr. Beck. Yes. To develop areas tha t we already would not  be 
using our cable facilities or high frequency radio.

The Chairman. You were a member of th e ad hoc committee, or 
your company was?

Mr. Beck. Our company was a member of the ad hoc committee. 
I represented our company on th at committee.

The Chairman. And you support tha t general approach to the  
problem?

Mr. Beck. Yes, very much so.
The Chairman. Thank you very much. And again I want  to 

compliment you for your sta tement. We are very glad to have your 
presentation.

Mr. Beck. Thank you, sir.
The Chairman. The committee will adjourn until Tuesday morn

ing at 10 o’clock, at which time the Attorney General will be the 
witness.

(Whereupon, at  2:55 p.m., the committee recessed, to reconvene at 
10 a.in., Tuesday, March 20, 1962.)
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H ouse of Representatives,
Committee on Interstate and Foreign Commerce,

Washington, D.C.
The committee met, pursuant to recess, at  10:10 a.m., in room 1334, 

New House Office Building, Hon. Oren Harris  (chairman of the 
committee) presiding.

The Chairman. The committee will come to order.
In continuing the hearing this morning on H.R.  10115 and other 

bills regarding the matter  of a communications satellite system, we 
are very  glad to welcome back to  the committee the Attorney General 
of the United States, the Honorable Robert Kennedy.

Mr. Attorney General, we are pleased to have you with us. You, 
of course, know the importance of the subject ma tter  under hearings 
here.

The administration has sent  up a bill which you are familiar with. 
There are various other  proposals.

It  is a matte r tha t is going to be difficult to work out,  bu t i t is one 
tha t must  be worked out in the best possible way to do the job.

We do appreciate your taking  the time from your busy schedule to 
be with us. I believe you have a prepared statem ent.

Mr. Kennedy. I do, Mr. Chairman.
Tlie Chairman. You may  proceed.

STATEMENT OF HON. ROBERT F. KENNEDY, ATTORNEY GENERAL,
DEPARTMENT OF JUSTICE, ACCOMPANIED BY NICHOLAS deB.
KATZENBACH, ASSISTA NT ATTORNEY GENERAL, OFFICE OF
LEGAL COUNSEL

Mr. Kennedy. Mr. Chairman, I appreciate this opportunity  to 
appear before the  committee to testify in support of II.R . 10115. As 
you know, this bill has the  strong support  of the administration and I 
urge its prompt enactment .

This committee is thoroughly familiar with the provisions of H .R. 
10115, and, therefore, I will not explain the bill in detail. Many of 
the provisions are of a technical nature , and I would prefer to confine 
my test imony to the major policy considerations.

We are all anxious to create a global communications satellite  sys
tem as rapidly as possible. We all want the United States  to lead in 
this peaceful development of space resources. The global communi
cations system which we envisage for the near future has a great po
tentia l for linking the world closer together and for demonstrating 
ways of peaceful cooperation among nations in space activities. The 
President attaches high importance to this program.

563
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In this legislation we are dealing essentially with the means by 
which the United State s should participate with other countries in 
this global system. From the outset certain factors have been clear.

First,  for the foreseeable future, there can be only one American 
part icipa nt just as, in all probability, there will be only one com
mercial communications system using satellites. In that sense, at 
least, this legislation proposes a national monopoly. And that  fact 
raises certain special problems which make this Corporation unique.

Secondly, it has been clear from the outset,  for reasons I have 
already briefly touched upon, that there are important foreign policy 
considerations involved. We are, for example, anxious to make this 
system truly global—to make certain that the benefits of space 
technology are shared by all nations and are not confined only to the 
developed countries.

Thirdly, the administration believes tha t the Government has a 
special responsibility with respect to this legislation. The reason is 
tha t space communications are made possible only because we have 
invested large sums of taxpayers’ money. It is difficult to appraise 
the exact amount of tax money properly attr ibutable  to space com
munications, but the tota l would be something in excess of the $175 
million which NASA has programed for this activ ity through fiscal 
1963. In this sense communication by satellites is subsidized and 
thus vested with an impor tant public interest which must be ade
quately protected.

Finally, it has been clear that American participation in this system 
requires legislation and that the administ ration was faced, as the 
Congress is now faced, with three possible approaches. This could 
be a Government-owned and operated enterprise. It  could be an 
enterprise confined to the international carriers it will serve. It 
could be a publicly owned corporation in which all Americans, in
cluding carriers, could be permitted to invest.

Arguments can be made for any one of these alternatives. It is 
the administration’s considered conclusion tha t a corporation with 
wide public participation, which recognizes the special role of existing 
carriers, and which is subject to appropriate governmental controls, 
best meets our policy objectives.

Let me s tate these objectives and let me give you the reasons for 
my belief th at a publicly held private  corporation best serves them.

The President in settin g forth these objectives on Ju ly 24, said:
Private ownership and operation of the U.S. portion of the system is favored, 

provided that such ownership and operation meet the following policy require
ments:

1. New and expanded international communications services be made ava ilable  
at the earliest practicable da te;

2. Make the system global in coverage so as to provide efficient communication 
service throughout the whole world as soon as technically  feasible, including service  
where individual portions of the coverage are not profitable;

3. Provide opportunities for foreign participation, through ownership or other 
wise, in the communications satellite system;

4. Nondiscriminatory use of and equitable access to the system by present and 
future authorized communications carriers;

5. Effective competition, such as competitive bidding in the acquisition of 
equipment used in the system;

6. Structure of ownership or control which will assure maximum possible com
petition ;

7. Full compliance with antitrust legislation and with the regulatory controls 
of the Government;
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8. De ve lop me nt of an eco nom ical s ys tem, the  benefit s of w hich  will be reflected  
in ove rsea comm unica tion rat es .

In  ve ry brief form  thes e objec tiv es  could  be said to be sp eed , global 
coverage, com petiti on , and deve lop me nt of an efficient and economic 
sys tem .

Th e admin ist ra tio n plac es gr ea t importance on comp eti tion be
cause the  com mu nications in du st ry  is pa rti cu la rly  sus cep tibl e to 
domi na tio n by  one comp any—A.T. & T.—and thi s possibil ity  could 
ext end  t o th is prop osed co rporati on . I am no t impugning  th e motives 
of A.T . & T. bu t po int ing  to an  object ive  fac t. Th is sit ua tio n is 
demon str ated  by  the  re po rt  of the ad hoc in du st ry  comm ittee filed 
with the  FC C last  Oc tober 12. When the  nine in te rn at iona l car riers 
were ask ed to ind ica te thei r will ingn ess to  inv est  in the space com
mu nic ati ons sys tem, A.T . & T.  said  it  was prepare d to inv est  $65 
mil lion ; the oth er eight ca rriers  said  th at  tog eth er th ey  would inv est  
a to ta l of $13  million.

In  suc h a situa tio n, even  thou gh  oth er safegu ard s are  included, the  
possibil ity  of domination by  th is single larg e corpo rat ion , through 
its  superio r financial resources, is vi rtu al ly  ine vit able unle ss we open 
the Co rporati on  to inve stmen t by  the  gen era l public.

One conseq uence o f th is domi na tio n could r ela te to s peed o f dev elop 
me nt.  r have  no doub t th a t the in terest alr eady  de mon str ated  by  
A.T . A T . will con tinu e, for  i t is the  l arge st po tent ia l domestic use r of 
the  sa tel lite sys tem. But  it  is also tru e th at mo st of existin g cable  
faciliti es are owned and controlled by this com pan y.

Un avoid ably the  sa tel lite sys tem  will com pete with, as well as 
sup ple me nt,  exis ting  faciliti es. This cre ate s a possible confl ict of 
in terest  w ith respec t to bo th  the speed and  the  expansion of the  s atel 
lite  sy ste m,  for i t would  be o nly na tura l for A .T.  A T. to conside r in its  
policies the  ex ten t to which speedy  expansion of sa tel lite facil ities 
wou ld make obso lete  facilit ies  in which it now has  huge inv estme nts .

A corporat ion  which  was  tru ly  ind ependent wou ld have  no such 
conflict  of in ter es t and th us  no possible moti va tio n to slow down 
dev elopm ent .

We wish to have  effective comp eti tion in the acq uis itio n of equip 
men t used in the  s ystem. One  of  the larg e po tent ia l sup plie rs of such 
equip me nt,  W este rn Elec tri c, is a wholly owned subsid iar y of A.T. A T. 
Th is fact  creates ob jec tive problems in enfo rcing comp eti tion in thi s 
field unle ss we avo id A.T . A T. dom ina tion.

I t is even more im po rtan t th at  in areas of com petiti on  within  the  
com mu nications indu st ry  all pa rti cipa nts will be tre ated  equally . 
One such  field is th at  of dat a tran smi ssio n. Th is is a growing and 
pro fita ble  field in which sev era l companies, inc lud ing  A .T. A T ., com 
pete.  A s ate llit e corpo rat ion  dominated  by  A.T . A T . would, despite  
othe r prov ision s, not ha ve  the same i nteres t in pro mo tin g and  g ua ran
tee ing  nond isc rim ina tory use and equit ab le access  to the  sys tem  by  
comp eti tor s as wou ld an ind ependent  c orp ora tion.

We can  seek to maint ain such  access  by  law  an d reg ula tion. We 
can  at ta in  it  m ore ce rta in ly  b y an indepe nd en t corpo rat ion  in tereste d 
in sales  to all car rier s an d no t in prote cti ng  a no ther  aspect of its  own 
sepa ra te act ivi ties.

We do not, of course,  wish in an y sense  to exc lude  exis ting  car rie rs 
from pa rti cip ati on  in th is  im po rta nt  new  develop me nt.  I am ful ly 
aware  of t he com mu nic ations sys tem  which we h av e develop ed in thi s 
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co un try  and  of it s supe rio rity to  o ther  com mu nicatio ns sys tem s in the  
world . Carriers  hav e a major  sta ke  in space sa tel lite s and we are  
anxious th a t the y pa rt ic ipate in thi s new Corporation . We have  
recognized the ir specia l role  b y pro vid ing  that such car rie rs may  inv est  
in class B stock and  th at th ei r investm en t the rein be par t of their 
ra te  base .

Conce ivably  their  spec ial role could be reco gnized in othe r ways. 
Bu t I do no t believe th at there is an y jus tifi cat ion  for  turn ing over 
this whole  program , so he av ily  subsidized  by  the  Go vernme nt,  to the 
exis ting  c omm unicat ions indu st ry , unless the re are  com pelling  reasons 
for doing so. I know of no such reasons.

I t is our  firm  c onv iction th a t the gen era l p ublic  sh ould be pe rm itted  
to pa rt ic ipate in this  pro posed  Co rpo rat ion . A mo nopoly cre ated by  
legi slat ion should no t be tu rn ed  ove r to a favored few. Th is is even 
more tru e when the  p robable  succe ss of this ventu re has  been assured 
by  governm ental  researc h an d dev elopm ent  a t conside rable cost  to 
the  tax payers.

Publi c pa rti cip ati on  will he lp us to avo id domination by  a single 
car rier . I t  will help to insure  comp eti tion in all its  r amificatio ns.  I t 
will help to  insu re speed. Such a corporat ion  would be in ter es ted  in 
developing the widest poss ible  usage of the  sy stem as soon as possible. 
I t will help to insu re ad eq ua te  pr ivate financing if we do  no t close 
the  door to  non car rier inve stm en t.

The personnel  of thi s Sa tel lite Co rpo rat ion—its officers and  em
ployees—will hav e to  be qua lified fully from a technica l viewpoint. 
Und ou bted ly  we will hav e to draw  upon  the  exper ience an d know ledge 
of the com mu nicatio ns indu st ry , and those con nec ted  wi th it.

Th is is no t an arg um ent, how eve r, which can  be tra nspo sed to the  
field of inv est me nt.  No  expertis e in com mu nicatio ns sho uld  be re
qui red  for  the purchase of sto ck . None has eve r been req uir ed to 
buy sto ck  in exis ting com mu nic ations carriers.

1 wou ld like to tu rn  brie fly to  othe r asp ects of the legisla tion .
I have  emphasized the  publi c in terest in thi s pro gra m an d th at  the 

ad minist ra tio n bill seeks to take  account of th at  i nteres t by  p rov idin g 
for ap prop ria te  governm ental  resp ons ibil itie s.

In ev ita bly,  and  wh eth er th is legi slat ion conta ins  exp lici t prov isions 
or no t, NAS A, the FC C, and th e Dep ar tm en t of St ate wou ld all hav e 
respon sib ilit ies  for aspects of th is  p rog ram . Th e powers given in this  
bill to the FC C and  to NA SA by  thi s legi slat ion are  no t new’ powers. 
Th ey  do cla rify  exis ting  responsibil itie s and existin g stat ut es .

We h ave gone somewhat f ur th er  in the  form al prov isio ns w ith  res pec t 
to the Dep ar tm en t of St at e bec ause of the foreign pol icy  imp lica tions 
of thi s system.  I t w*as no t ou r int en tio n in doing so to  interfere  
needles sly or unwisely  wi th  th e neg oti ations which th is Corpo rat ion  
w’ould c on du ct  wi th foreign en tit ies w ith  re spect to usage,  charges, and  
the r ep ay men t of in vestm en t w hich othe r cou ntr ies  m ight  m ake  in  the  
sa tel lite  themselves.

Such negotia tions should,  in general , be con ducte d in custo ma ry 
pr ivate channe ls. But  wre also believe th at  the  Dep ar tm en t of St ate 
should  be informed and  sho uld , in ap prop ria te  cases, tak e necessa ry 
me asu res  to furth er  the  fore ign poli cy of the  Un ited State s.

Ce rta in  prov isions of th is bill also deal  with the  Presi dent,  and  
th us  the execut ive bra nch gen era lly . I do no t th ink the re can  be 
an y questio n th at  Presi denti al leader ship with res pect to thi s pro gram
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is impor tant. These provisions merely emphasize this. They are 
designed to pu t the full weight of his office behind the policy objectives 
stated in the bill.

I have heard it said that  we were creating here, in the representative 
of the President, a “czar.” The act does not provide for any such 
czar. It  does provide an appropria te means for the Presiden t to be 
informed as to what is going on in the Corporation, and in the agencies 
of Government, so that he may use his office to expedite the develop
ment of the global system which we feel is so impor tant.

Tha t is all tha t is intended. Th at is all the bill provides.
Mr. Chairman, let me conclude by emphasizing the grea t importance 

I attach to this legislation. I believe it is essential to the public 
interes t that  provision be made for public partic ipation and tha t we 
do not turn  this Corporation over to a select few companies.

I recognize the special role of the communications indust ry. We 
want them to participate, as they are now participating , in this 
program.

But we believe tha t the general public, which has made this pro
gram possible through its tax payments, should be given an oppor
tun ity to invest and that investment will protect the public interest 
and promote the speedy realization of this program.

I thank you Mr. Chairman.
Mr. Chairman, I would like to introduce Mr. Katzenbach, the 

Assistant Attorney General in charge of the Legal Office of the De
par tme nt of Justice.

The Chairman. Yes.
Will you give your full name for the record?
Mr. Katzenbach. Nicholas Katzenbach.
The Chairman. Mr. Atto rney  General, than k you very much for 

your statement
It  is somewhat brief but certainly very pointed and clear as to the 

position of the admin istrat ion and particularly  the Department of 
Justice.

It  is a great, outstanding , and important Departm ent which you 
head. We are very glad to see positive testimony on this subject 
in order to make as good a record as we can and in order to point up 
clearly the issues involved.

I am glad you have Mr. Katzenbach with you.
As I understand it, your  office partic ipated in the development of 

this legislation or was consulted in the consideration of it?
Mr. Kennedy. That is correct, Mr. Chairman.
The Chairman. Is t ha t true?
Mr. Kennedy. That is correct, Mr. Chairman.
The Chairman. And so th at all members might know, if they d on’t 

already, Mr. Katzenbach,  I believe, was assigned to this responsibility?
Mr. Kennedy. That is correct, Mr. Chairman.
The Chairman. Did your Department  have anything to do with the 

development of this program prior to the policy statement of the  
President on July  24 of last  year?

Mr. Kennedy. We participated in some meetings about tha t period 
of time, Mr. Chairman. Now, I do not  know whether it was before. 
It  might have been in May or June of 1961, but it was about that  
time tha t we became in timately involved with the  program.



568 COMMUNICATIONS SATELLITES

The Chairman. The Council was asked by the President to give 
consideration to the policy objectives and problems in this field and to 
make recommendations, was it not?

Mr. Kennedy. Asked the Council?
The Chairman. Yes, the Space Council.
Mr. Kennedy. Yes, that  is correct.
The C hairman. And the  Space Council did, in carrying out the 

request of the President, consider the  policy matters, and ultimately 
did make a recommendation to the President?

Mr. Kennedy. Tha t is correct, Mr. Chairman.
The Chairman. As Attorney General, are you not a member of 

the Space Council?
Mr. Kennedy. 1 am no t, Mr. Chairman.
The Chairman. The Departm ent of Justice is not a member?
Mr. Kennedy. We are not.
We were brought in at a very early date, however, in view of the 

efforts that were going to be made to define and draw up some language 
in connection with this program. We were brought in and partic i
pated actively in most all of the meetings.

The Chairman. I believe the Space Council then is composed of 
the Department of Defense, the Department of State , NASA, the 
Atomic Energy Commission, and one other?

Mr. Kennedy. The Vice President is chairman of it.
The Chairman. Oh, the Vice President, yes. There are five 

members.
Do you know whether the Council consulted the various other 

agencies of the Government who are not members of the Council?
Mr. Kennedy. I believe they did, Mr. Chairman.
The Chairman. Anti it was in this way that the policy sta tement 

was adopted by the Council and recommended to the President of the 
United States?

Mr. Kennedy. That  is correct, Mr. Chairman.
The Chairman. Then the President issued his policy statement, on 

Jul y 24 of last year?
Mr. Kennedy. That is correct.
The Chairman. We have  had tes timony before the committee th at 

the President  then asked the various in terested agencies and Depart
ments of the Government for their comments and suggestions for 
getting a bill together, and Dr. Welsh, according to the testimony 
before the committee, who is executive secretary of the Council, was 
requested by the President to bring together the ideas of all of the 
agencies and depar tments of the Government for the purpose of 
forming the bill.

Are you familiar with that  procedure?
Mr. Kennedy. I am, M r. Chairman.
The Chairman. Then you know t ha t tha t is the way the bill was 

actually  developed?
Mr. Kennedy. Tha t is correct.
The Chairman. Do you know whether the President ever asked 

the Space Council as such, jus t the  five members, to try to recommend 
a bill; tha t is, the language of a bill?

Mr. Kennedy. I unde rstand tha t was thei r responsibility.
The Chairman. We have had some question about it here, and the 

testimony has been tha t the President did not ask them to provide
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The President asked them for  a policy statement, and 1 understood 
from previous testimony we had  here tha t the Presiden t asked Dr. 
Welsh to get all these views together; and Mr. Katzenbach cooper
ated, assigned by you from the Departmen t of Justice, to help out 
with the legal phase of i t; and, in this way, a bill was formulated.

However, it was never presented, and the Council itself, as such, 
was never asked for its recommendation on the positive language.

Mr. K ennedy. Yes. There was no formal presentation to the 
Council of the language, bu t on this question of whether the President 
expected the staff of the Council, and through the Council, to consult 
with all the agencies and departmen ts of Government and draw up 
a bill, the President did expect that .

The Chairman. Wha t I was trying to clear up, Mr. Attorney  
General, was some discussion during the course of the hearings 
on the question as to why the  Council was not asked, as a Council, 
for its recommendation, and there have even been some implications 
tha t there has been division within the Council itself.

That we do not know, I do no t know, the  record does not  show any, 
but  I was trying, for clarification purposes, to develop the record 
as to where the responsibil ity was in each field. Apparently , from 
what I understand has been developed, the President asked the Coun
cil to consider the broad objectives and policy matte rs, but then, 
after tha t decision had been made, he then used the usual method of 
reaching language for developing certain programs by going to all 
of the agencies and departments involved, not only those tha t might 
be members of the  Space Council, but the Federal Communications 
Commission, the Department of Justice and many others who might 
be involved with it.

Mr. Kennedy. Tha t is correct, I believe, Mr. Chairman.
The Chairman. Now, you have discussed one phase of the prob

lem, as I sec it here, that has evoked a great deal of attent ion, and 
tha t is the question of ownership.

There seem to be three basic points tha t are in dispute, and on 
which there is a great deal of controversy. One is the problem of 
ownership of the Corpora tion itself; the other one, with reference to 
the ownership of what is referred to as ground facilities; and the other 
one, primarily the type of stock to be issued.

There are others, of course, many others, but, to me, those are the 
basic ones.

Now, do you envisage tha t this Corporation—let us forget about  
who may own it now-—that this Corporation is to make available 
appropriate satellites in order tha t this kind of a system can be used 
in connection with our communications, both domestically and inte r
nationally?

Mr. Kennedy. I do.
The Chairman. Regardless of who might own, whether it would 

be A.T. & T. or whether it would be the carriers themselves or 
whether it would be the general public, are you familiar with the 
proviso in each of these proposals where all who are engaged in this 
business will have the oppor tunity  of utilizing this facility?

Mr. Kennedy. I am, Mr. Chairman.
The Chairman. You think that should be a requirement of law?
Mr. Kennedy. I do.
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The Chairman. That, by itself, would take some of the fear from 
the question of whether it would become dominated by one company 
or not,  would it not?

Mr. Kennedy. Well, I think tha t the great problem in tha t area, 
Mr. Chairman, would be for the future. I think if you had this 
Corporation dominated by this one company, namely, A.T. & T., 
tha t there would not be the efforts in the future  to develop new sys
tems, new ways, new ideas for improving communications, because 
they al ready have their facilities across the United States, and facilities 
in connection with other countries  of the world.

It  is possible and conceivable, as this corporation develops, tha t 
more revolutionary ideas will develop. Then, as I  said in my state
ment, there would develop an obvious conflict of interest between the 
A.T. & T., which has put  millions or hundreds of millions of dollars 
into investment in the facilities tha t already exist, whether to go 
ahead and try  to develop new and revolutionary ideas which might 
put  their present facilities out  of business. I think tha t is the great 
danger.

The Chairman. My time is up, but  I want to ask you one other 
question. There are many questions I have in my mind about  these 
proposals.

You did not mention if you had any views with reference to the 
ownership of the ground facilities.

Mr. K ennedy. I know this has concerned you and a number of 
the members of the committee, Mr. Chairman. In our bill we leave 
it flexible, and it seems to me that tha t is the  best way to deal with 
this problem.

The Chairman. Do you think the Federal Communications Com
mission should have authori ty to determine who should own a certain 
ground facility in the public in terest?

Mr. Kennedy. Yes, I do.
I think  it is possible, Mr. Chairman, that the Corporation might 

find it necessary in the public interest to have a ground facility.
The Chairman. I have been trying to find out if tha t is true. 

That if the reason I wanted I wanted to ask the question, but  I will 
not pursue it at this moment.

Mr. Springer?
Mr. Springer. May I say to the distinguished gentleman tha t 

last week, on a far less imp ortant subject, we had a witness that  took 
39 pages and 47 minutes to make his sta tement.

On a very important subject you have come here with nine pages 
and delivered it in 11 minutes and have given an excellent, clear and 
concise statement of your position.

Mr. K ennedy. Thank  you, Congressman.
Mr. S pringer. Mr. Chairm an, I have no further questions.
The Chairman. Mr. Williams?
Mr. Williams. General, throughou t your testimony, there is a 

continuing reference to the desire for a maximum public participation 
in th is Corporation.

As I understand it, under the administra tion’s bill there would be 
partic ipating stock known as class A stock sold to the general public 
at  $1,000 a share up to $1 billion, I believe, maximum?

Mr. Kennedy. Tha t is correct.
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Mr. Williams. In o rder to ensure the widest participation possible, 
would you suggest the addit ion of language tha t would restrict the 
purchase of these shares to one per purchaser?

Mr. Kennedy. I think , Congressman, I would be in favor, ra ther, 
of lowering the limi t from $1,000 down to maybe $100, or a figure tha t 
perhaps you gentlemen would suggest. I do not think th at we should 
be wedded to $1,000, by any  means.

Mr. Williams. The bill carries a thousand dollar figure.
Mr. Kennedy. Yes. And I think tha t we-----
Mr. Williams. That brings up the question.
Assuming tha t the $1,000 figure were carried into the bill, there 

could be a maximum of 1 million stockholders at $1,000 each.
Mr. K ennedy. Yes.
Mr. Williams. Presume, for example, tha t the principle of carrier 

ownership were followed. I understand tha t the vice president of 
A.T. & T. testified the  other day th at they had some roughly 3 million 
stockholders in their  corporat ion.

Now, would it  n ot appear tha t if they were given the oppor tunity , 
even though they might dominate the whole system, as it  appears to 
be feared by the admin istration, that there would still be a wider 
participation through their ownership with 3 million shareholders than 
would be true under the admin istrat ion’s program of 1 million shares 
being sold at $1,000?

Mr. Kennedy. Well, there are-----
Mr. Williams. In other words, you would already have 3 million 

“built in” partic ipants .
Mr. Kennedy. Yes.
There are a number of points tha t I would make.
First, as I said, I would no t be wedded to the $1,000. I think that 

could be lowered.
No. 2, assuming tha t the A.T. & T. was permitted to dominate, to 

control the Corporation, in order to invest,  therefore, in this Corpora
tion in space satel lites-----

Mr. Williams. You understand, I am not suggesting A.T. & T. dom
ination, of course.

Mr. Kennedy. I understand, but, as I understood your question, 
we are presuming that .

Mr. Williams. Tha t is right.
Mr. Kennedy. In order to  invest in the satellite program, which is 

terribly  important, one would have to buy some stock of the A.T. & T. 
Co., and it does not seem to me th at that is a proper way to proceed.

I think if somebody wants to invest in this very revolutiona ry 
process, t ha t they should be permitted to invest directly and not have 
to go through  the A.T. & T. Co., where your investment is obviously 
diluted.

Mr. Williams. Have you had an opportunity to read Mr. Minow’s 
testimony?

Mr. Kennedy. I read it.
Mr. Williams. On page 11 of his statement, after giving a list of 

reasons why serious doubt should be raised as to the desirability of 
common carrier participa tion, he adds this language. He says:

On the other hand, permitting ownership of the Corporation only by the common 
carriers would give maximum assurance t ha t its facilities and operations  will be 
responsive to the communication needs of the public. It  would facilitate  the
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or de rly in te gra tion  of sa te ll ite fa ci li ti es  in th e  ex is ting  wor ldwide co m m un icat io n 
ne tw or ks . I t  wo uld  sim pl ify  th e  es ta bl is hm en t of ag re em en ts  and ar ra ng em en ts  
w ith fo re ign go ve rn m en ts  an d in te re st s wh o will sh ar e in th e  ow ne rship an d use 
of th e  s at el li te  sy stem . I t  w ou ld , fin all y,  i n ou r ju dgm ent,  e xped ite max im um  use 
of  th e  sy st em  on  a wor ldwide scale.

Then he proceeded to discus s the  charge th at  lias been  made th at  
the re might be a pos sib ility of one -ca rrier domi nation of this  sys tem , 
and on page 12 he says:

Bec au se  th e Co mm iss ion  sh ar es  th es e co nc erns , we  st ro ngly  reco mmen d th e  
im po si tion of specifi c sa fe gu ar ds .

He said these safeguards, in effect—
wil l li m it  each  ca rr ier , re ga rd less  of  th e  am ount of it s in ves tm en t,  to  eq ua l re pr e
se nta tion  on  th e Boa rd  of D irec to rs  of th e  Cor po ra tion , re quir e th e  C or po ra tion  
to  u se  s uc h me asures  as  c om pet it iv e bidd in g in  t he pro cu re m en t of equ ip m en t an d 
se rv ice s, au th or iz e th e  Com m ission  to  de te rm in e th e  appro pri a te  te ch ni ca l ch ar 
acte ri st ic s of sa te ll ite fa ci lit ie s, and  em po wer  th e  Com miss ion to  al lo ca te  sa te ll ite 
ch an ne ls  am on g au th ori ze d ca rr ie rs , and to  ta ke  su ch  o th er mea su res as  are 
re qu ir ed  to  in su re  a ll au th or iz ed  c ar ri er s non di sc rim in at or y use of  th e  sy stem  u po n 
re as on ab le  te rm s.  Th ese an d o th e r sa fe gu ards , in  co m bi na tion  w ith  co nt in ui ng  
gover nm en ta l su rv ei lla nc e of th e  af fa irs  a nd ope ra tion s of th e  C or po ra tion , sh ou ld  
ef fect ively se rve th e pu bl ic  in te re st  in  th e  pr ev en tion  of ab us es  of do min an ce  or  
co nf lic ts  of  int er es t.

Following that, he proceeded to state tha t unrestricted ownership 
of the Corporation is not necessary or desirable as a means of pre
venting such abuses. Would you like to comment on that?

Mr. Kennedy. You want me to make some comment?
Mr. Williams. On the position taken by the FCC.
Mr. Kennedy. I would sav on the first point—there are a number 

of points—on the question of whether it makes it more difficult if 
there arc a lot of stockholders, I do not see tha t the testimony—I 
would raise a question of the consistency, Congressman, on the 
test imony.

They say t ha t it is possible to  regulate the A.T. & T. Co., and yet 
they have some 3 million investors.

I do not think tha t the problem of how many investors you have 
in a particular company or corporation is going to affect the degree of 
regulation  t ha t the FCC can impose. I do not  see t ha t tha t raises a 
very great problem.

As Mr. Minow says, they have had no difficulty enforcing their 
rules as far as the Telephone & Telegraph Co. is concerned. Tha t 
would be No. 1.

The second point tha t I thin k is very strong, Congressman, is the 
fact tha t the U.S. taxpayers have invested $175 million in this. We 
have invested $175 million. I think tha t this should not just be 
turned  over to one company. I think  Americans generally are 
interested in this very farseeing and revolutionary idea, into which 
they have put so much money already and will put  more, and I just 
cannot see the argument  for turning i t over to one company, which is, 
in fact , all we would be doing.

Tha t is the central-----
Mr. Williams. I quite agree with you.
No one is suggesting turn ing it over to one company. Tha t is the 

very point of Mr. Minow’s testimony tha t I  just read to you.
No company would be permitted to elect more than  two members 

to the Board of Directors. Therefore, you have a wide distribution of
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carrier ownership which would prevent one-company domination, in 
my opinion.

Mr. Kennedy. You would not allow people, though—we are in ter
ested in the free enterprise system. Tha t is what  has been effective. 
And we in this administra tion feel very strongly about that.

We feel tha t everybody who wants  to and can invest in this com
pany should be permitted to invest, and i t should not be restr icted to 
just  three,  four, or five companies in the United States.

Tha t is the center of this whole problem, in my judgment. We are 
not wedded, Congressman, to this particular and specific language in 
our bill.

I mean we are wedded to this principle, but we are not wedded to 
the particular language, and I would hope that maybe through these 
hearings and through your interest in these efforts th at  maybe some 
suggestions or ideas will come about which will improve the language 
and improve the method of operation.

This is the  best we could come up with over the period of the last 
6 or 8 months, but  I think  t ha t there have been suggestions tha t have 
been made during the course of this hearing which will improve the 
language and improve the ideas and improve the bill, and we would be 
glad to  incorporate many of those things.

I do think, though, the principle on which we feel extremely strong, 
and in which I am completely opposed to the statem ent of Mr. Minow 
and some others and the representatives of the A.T. & T., is on the 
question of who should participate.

We feel very strongly t ha t Americans generally should be permitted  
to participate in this Corporation.

It  has been American money, American know-how, American tax
payers’ money tha t have made this possible, and I think everybody 
should be permitted to participate.

Mr. Williams. The question is how to get the widest participation 
possible, and I am quite surprised tha t the adminis tration should 
submi t a bill providing for thousand-dollar shares of stock, if they 
are really looking for wide participation.

Now, you have indicated tha t you would like to see the stock re
duced to $100 per share?

Mr. Kennedy. Yes, and the administration  would accept tha t, 
Congressman.

Mr. Williams. I beg your pardon?
Mr. Kennedy. The adminis tration generally would accept that .
Mr. Williams. T am wondering if you would feel also that there 

should be a limitation on the amount of stock sold to any individual.
Mr. Kennedy. I think tha t is a possibility. It  is something th at  

should be studied. T would not have any immediate viewpoint on it. 
We have a limi tation  now, you know, of 15 percent of the author ized 
and 25 percent of the  outstanding, whichever is greater.

That  limits it some.
Maybe you would want to limit it further.
The Chairman. Mr. Schenck?
Mr. Schenck. Mr. Chairman, I, unfortunately , did not get here in 

time to hear Mr. Kennedy’s statement. I shall read it  very carefully.
The C hairman. Mr. Mack?
Mr. Mack. I would like to join with the Chairman and Mr. Springer 

in commending you on a very fine statement. I was particu larly
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pleased tha t you discussed the major policy considerations. I have 
two or three questions on basic policy.

At the present time our Government has exclusively handled all of 
the research and development with regard to the satellite program, 
is th at correct?

Mr. Kennedy. Not completely, Congressman.
Mr. Mack. Up to within the last 6-month period, is tha t correct?
Mr. Kennedy. I do not  know when the contracts,  arrangements, 

were made with the RCA, the Hughes Co.; and A.T. & T. is also 
building its own satellite.

We have done the milita ry one which is Advent, and these others 
are in the course of development, and I do not  know when all of th at 
started, but  I  think that  some private  companies, corporations, have 
contributed in some fashion to this program.

But, generally, in answer to your question, generally, the majori ty 
of the  effort has come through the Government.

Mr. Mack. Do you envision a separate military satellite system?
Mr. Kennedy. 1 thin k tha t they intend to use this Corporation 

for transmission of regular messages. They, very likely, will use the 
satellite  operated by this Corporation.

But  they will also have developed their own sate llite, the Advent 
satellite, which will deal with and handle military  messages.

Mr. Mack. And they would continue their  research and develop
ment in this field after  the establishment  of a corporation?

Mr. Kennedy. Yes.
Mr. Mack. To promote  the sate llite program?
Mr. Kennedy. That is correct, Congressman.
Mr. Mack. In your sta tement you mentioned you wanted to create 

a global communications satellite system as rapidly as possible. 
Progress up to this time has been satisfactory, has it not?

Mr. Kennedy. It  has, Congressman.
Mr. Mack. And up to this time it  has been operated primarily and 

almost exclusively by the  Federal Government?
Mr. Kennedy. That is correct.
Mr. Mack. Do you feel tha t it is a t all p remature at this time to 

turn  this responsibility over to any type of pr ivate  corporation?
Mr. Kennedy. I think we are get ting to a stage now where we can 

take this step, Congressman.
As I mentioned, RCA, Hughes and A.T. & T. are developing their 

own satellites. They will be ready in 1963 to have them placed in 
the skies, and so I think the decisions along the lines of what we are 
discussing here today will have to be made in a very short period of 
time.

Mr. Mack. Under your program, how do you envision these satel
lites will be placed in the  skies?

Mr. Kennedy. By the Government.
Mr. Mack. By our Government?
Mr. Kennedy. Yes.
And I do not think there  is any dispute about tha t. That has to 

be done through boosters furnished by the Government.
Mr. Mack. Yes.
And we have not yet determined what type of a satellite system 

will be utilized, have we?
Mr. Kennedy. No.
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There are a number t hat  have been suggested, Telstar, Advent, and 
Relay. It  is a question of whether it is going to be an upper orbit 
system or whether it is going to be a  lower orbit system.

There are some advantages  and disadvantages  in both, and tha t 
will have to be worked out and will have to be developed. And, again, 
I think it is another argument agains t having this controlled or 
dominated by just  one company, Congressman, because A.T. & T. is 
working on their own satellite, and theirs is a lower orbit  satellite; 
it is possible tha t the upper orbi t satellite might be better , and tha t 
might cause a conflict of interest.

Mr. Mack. You have indica ted in your stateme nt that  there would 
oidy be one commercial communication system.

Mr. Kennedy. Tha t is correct.
Mr. Mack. Who will make this determination as to which system 

is to be used?
Mr. K ennedy. Tha t will be done by the Corporation in conjunction 

with the Government and foreign countries, because foreign countries, 
of course, where the communications are with foreign countries, 
are going to be making efforts and attem pts themselves in this field.

Mr. Mack. And do you envision tha t the priva te Corporation 
would continue experimentation in this area?

Mr. K ennedy. Tha t is correct.
Mr. Mack. And ultimately  the private Corporation would decide 

which system is to be utilized for this purpose?
Mr. K ennedy. Well, it is going to have to be done with  the Govern

ment, with NASA, with the Federal Communications Commission, 
and with other countries, because other countries are going to have to 
use these satellites also, if we want to communicate with other peoples.

Mr. Mack. Then the Government does have a grea t interest in 
this m atter, and a t this time, at least, it  would be inadvisable to com
pletely discharge this responsibility?

Mr. K ennedy. That is correct, Congressman.
Mr. Mack. Tha t is all I have right now, Mr. Chairman.
The Chairman. Mr. Younger?
Mr. Younger. I think  the Attorney General has made his position 

very clear. I have no questions.
The Chairman. Mr. Friedel?
Mr. Friedel. I want to compliment the Attorney General for his 

very brief statement.
He has covered it  very  well, but  there is one thought in my mind 

that  I am a lit tle disturbed about. As I  understand  i t, there will be 
two classes of stock.

Mr. Kennedy. That is correct.
Mr. Friedel. Class 2V and class B. Class A will be the voting 

stock. Class B will be owned by common carriers. The common 
carriers will be regulated so far as rates are concerned?

Mr. Kennedy. Th at is correct.
Mr. Friedel. The class A stockholders are going to be looking for 

dividends?
Mr. Kennedy. Tha t is correct.
Mr. F riedel. Now, I  am wondering whether the greatest  investors,  

if it  is spread out at  $100 or $10 to try  to get the maximum number  
of public investors, whether their purpose or motive will be in getting 
dividends, much more so than giving the public a real communica-
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tions system tha t it should have? You will have men running the 
Corporation, the A stockholders telling the common carriers what  to 
do and what not to do.

I do not know if t ha t is the right procedure. I am a little worried 
about that,  and I  would like to pursue tha t a lit tle bit further.

Mr. Kennedy. I think,  first, tha t what is extremely important is:
That this satellite system is going to have to compete and its 

operators are going to have to be successful if they are going to pay 
dividends.

They are going to have to compete with communication facilities 
tha t already exist, within the Uni ted States and exist as far as foreign 
countries are concerned, and if they do not compete effectively and 
successfully, then there are not going to be any dividends because 
nobody is going to use these facilities.

So i think tha t is a very strong argument  that  they are going to 
do the best possible, take  the best possible steps to try  to make this 
Corporation a success.

They will have to call upon expertise and know-how in this field 
in order to make it successful.

It seems to me, watching American business, the  success and effec
tiveness of American business during our history, tha t they will do 
tha t. So 1 am optimis tic about how it will be run, Congressman.

1 cannot give you an y guarantee, but I  would think that people who 
are running it and have a say in it, especially with Government looking 
over their shoulders to make sure it is run in the public interest, will 
run it properly.

Mr. Friedel. The Corporation, the A stock directors, their main 
interest will be in making dividends for the stockholders.

The common carriers’ main interest is trying to get  communications 
satellites where they  will have more participation from other countries 
all over the world.

I am wondering which should be first. I notice you said in your 
opening statement:

We are anxious to crea te a global communicat ions satelli te system as rapidly 
as possible.

Now, what is the best and fastest way to get this communications 
job done, bv the common carriers, now, the A.T. & T. and the other 
companies that want to do it,  or by this private Corporation?

I think the A.T. & T. and the other corporations are willing to 
invest $65 to $78 million immediately. They are willing to do tha t 
right  now and they have the know-how. I think they could speed it 
up much faster  than the Corporation could.

Mr. Kennedy. Yes.
I think, to my judgment this bill, the adminis tration bill tha t has 

been offered, gives sufficient guarantees so th at this matter will more 
ahead expeditiously. I think  tha t there will be investments, in my 
judgment, Congressman. Again, I do not know and I cannot give 
any guarantee, but I think that there will be investments by many 
people in the United States .

Mr. Friedel. I am very much for the bill, but  this is the one 
thou ght that has me a l ittle  concerned.

One more question-----
Mr. Kennedy. Of course, carriers, I might say, Congressman, are 

interested in profits as well as the private individual.
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Mr. Friedel. Yes, bu t their  rate s will be regulated.
Mr. Kennedy. And, of course, so will these, Congressman.
Mr. Friedel. We do not know, 8 percent , 10 percent?
Mr. Kennedy. They will be regulated by the same group that is 

going to regulate the A.T. & T .’s rates, the carrier ’s rates. These will 
all be regulated.

Mr. F riedel. I would like to see that in the bill. I raised tha t 
question the other day, and, as I understand it, these investors in the 
A stock  will be looking for dividends. It  is going to be a long-range 
thing. They are not  going to get dividends in a year, 2 years, or 5 
years.

Mr. Kennedy. Firs t, it describes this Corporation as a common 
carrier within the meaning of existing law, which regulates them, and 
then page 10, paragraph  5, "prescribe such accounting regulations,” 
this tells what the power of the communications, the FCC, is.

At the top, under section 214(d) of the Communications Act, as 
amended—
requires the establishment of such communications by the Corporation, the ap
propr iate common carrier or carriers. Paragraph (5). Prescribe such accounting 
regulations and systems, engage in - uch ratemaking procedures as will insure tha t 
any economies made possible by a communications satellite system are appro
priate ly reflected in rates for communications services.

It  is quite specifically in there, Congressman.
Mr. Friedel. Doesn’t t ha t cover jus t the common carriers?
Mr. Kennedy. Oh, no, no, this is about  the Corporation. This 

all deals with the Corporation as well as the common carrier.
Mr. Friedel. Would they set a rate  for the common carriers to look 

out for themselves? Whatever they charge the common carriers, 
they  are going to have to make a profit.

Mr. Kennedy. But  the common carriers are regulated by the FCC.
Mr. Friedel. Yes.
Mr. Kennedy. And the Corporation is regulated, and their rates  

are regulated by the FCC, so there is no t going to be any difference. 
Both of them are going to be regulated by the FCC, Congressman.

Mr. Friedel. Then what will be the great interest of the American 
public to invest money?

I think it is going to work out eventually , but the interest and divi
dends will be regulated.

Mr. Kennedy. Well, I suppose for the same reason tha t 2.5 million 
people invest in A.T. & T .; it is regulated and yet people invest in it . 
They want profits.

This is the system of the future, and I suppose people feel t ha t there 
are going to be great possibilities and they want  to be a part  of it, and 
they will invest.

I think it is indicated, tha t A.T. <fe T. , which has had a good deal of 
experience in this field, is willing to put  up $65 million in it, so they  
must th ink it is going to be successful, and I  th ink a lot of other people 
think it will be successful.

Mr. Friedel . I do, too.
I notice in the bill you are bringing in the State  Department. I 

wish you would correct me if I am wrong. I think at the present t ime 
the common carriers have to report to the State  Department any 
contracts they make with a foreign carrier or foreign government; is 
that  true?
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Mr. Kennedy. Foreign countries, I  believe. It  is customary to do
so.

Mr. F riedel. It is customary.
Well, in your bill here—and that is what I want to know—do you 

know whether the common carriers have had any difficulty in making 
their own arrangements with foreign countries or with foreign carriers?

Mr. Kennedy. No, it does not change tha t at all.
Mr. Friedel. It does no t change it?
Mr. Kennedy. Congressman, i t does put some specific language in 

as far as this Corporat ion is concerned, which is section 402:
The Corporation sha ll n ot  enter in to negot iations with a ny international agency, 

foreign governmen t or en tit y withou t prior  notif icatio n to the  Depar tment  of 
Sta te, which will conduc t or supervise  such negotiations. All agreements and 
arrangem ents  w ith any such  agency, government or en tity shall be subject to the 
approval  of the De partm ent of S tate .

I think that  language could be changed and modified, Congressman.
Mr. F riedel. In othe r words, it would just be advisory?
Mr. Kennedy. I think, in view of the fact tha t this has such 

strong foreign policy implications, and the fact tha t we do not want 
to build up this satellite system so it just is a system between the 
wealthy countries, th at  i t should also be utilized and used in the less 
developed nations.

Tha t is a foreign policy consideration.
There are others, because a lot of this will have to take place between 

the governments.
Tha t paragraph was placed in there—I think perhaps the language 

is stronger than it has to be—and I think  that  it could be modified. 
But I think we would have to recognize the interes t of the Govern
ment.

Mr. Friedel. At the present time we have never had any diffi
culties with our carriers and foreign governments’ carriers?

Mr. Kennedy. I would not be able to say “never have had any 
difficulty,” but I think, generally, it  has worked very well.

Mr. Friedel. Thank you very much.
The Chairman. Mr. Glenn?
Mr. Glenn. No questions, Mr. Chairman.
The Chairman. Mr. Rhodes?
Mr. Rhodes of Pennsylvania. Mr. Chairman, I would like to ask 

the Attorney General this:
One of the objectives mentioned in your statement, Mr. Attorney 

General, is to provide the opportunity  for foreign participation through 
ownership or otherwise. Do you see a future possibility of the de
velopment of an internationa l monopoly?

Mr. Kennedy. There is going to be probably one commercial 
satellite system, Congressman, and so, from tha t point of view, I 
suppose it is an internationa l monopoly.

However, England will make its own arrangements;  the Soviet 
Union will make its arrangements; other countries will be making 
their arrangements; and they will be negotiating as a separate enti ty 
with this Corporation tha t the United Sta tes and the American people 
are establishing.

So there is monopoly in the fact tha t there is just this one com
munications system, but it takes it out of the monopoly in the fact 
that they will have to negotiate  with one another.
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Mr. Rhodes of Pennsylvania. Do you have any way to know 
whether the foreign countries interested in developing their own 
systems will all operate  with government-owned monopolies?

Mr. Kennedy. You mean whether they are going to do it under 
the aegis of the government themselves?

Mr. Rhodes of Pennsylvania. Yes.
Mr. Kennedy. I would think tha t probably  certainly the vast 

major ity will do tha t, will have the government do it.
Mr. Rhodes of Pennsylvania. That is all, Mr. Chairman.
Mr. Kennedy. I think it is a very good bet as far as the Soviet 

Union is concerned.
The Chairman. Mr. Devine?
Mr. Devine. I have no questions, Mr. Chairman.
The Chairman. Mr. O’Brien?
Mr. O’Brien. Ju st one question, Mr. Chairman.
General, would it not  be likely that the rates for the  use of the  new 

satellite system would have to be much higher for a much longer 
period of time if they  were divorced for ratemaking purposes from 
the existing profitable operations of the carriers?

Mr. Kennedy. 1 thin k it is too early to determine that , Congress
man.

I think it is a possibility, but I think it is going to depend on the 
cost of the estimate. The estimate cost now is somewhere between 
$100  million and $40 0 million. It  is going to partially  depend on 
tha t. It  is going to depend on many points, I believe, so I think 
tha t is very doubtful.

Mr. O’Brien. Thank you.
Tha t is all, Mr. Chairman.
The C hairman. Mr. Keith?
Mr. Keith. No questions.
The Chairman. Mr. Dingell?
Mr. D ingell. No questions, Mr. Chairman.
The Chairman. Mr. Curtin?
Mr. Curtin. No questions, Mr. Chairman.
The Chairman. Mr. Rogers.
Mr. Rogers of F lorida. Thank you, Mr. Chairman.
Mr. Attorney General, I have been impressed by the fact—and I 

think certain ly th e administra tion should be commended—tha t r ath er 
than  adopting the  approach that the Government, itself, should 
develop this, you have come for th with a very strong program for th e 
private enterprise system.

Mr. Kennedy. That is correct.
Mr. Rogers of Florida. Which I think is most  commendable, and 

I think is received extremely well by this committee, and I am sure 
the Congress.

I am somewhat concerned about the provisions of the control given 
the Depar tment  of State in negotiations that we have gone into with 
some of the prior witnesses.

I believe 1 heard you state jus t previously tha t you thought per
haps this provision for the State Department might be a littl e strong 
in the bill.

Mr. K ennedy. Yes.
Mr. Rogers of Florida. And perhaps might be modified some?
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Mr. Kennedy. Yes. And we would be glad to work on language 
with this committee to try to determine that.

Mr. Rogers of Florida. I think tha t might be helpful, because I 
think  it does need some modification there. Also, I wondered-----

Mr. Kennedy. And I think particularly the language, “which will 
conduct or supervise such negotiations,” should be changed.

Mr. Rogers of Florida. Yes. Tha t would be a provision that I 
would be very much concerned with, having the State  Department 
carry on negotiations which normally have been done by the carriers 
themselves.

Mr. Kennedy. I think we would have to recognize, as I said, the  
role of the Government.

Mr. Rogers of Florida.  Yes.
Mr. K ennedy. In this, because other countries are just beginning 

to develop their satellites.  We want to make sure, as I  said earlier, 
tha t the underdeveloped countries have possibilities.

We have to make sure tha t if this Corporation got into existence 
and wanted to make some arrangements with a country tha t would 
be against our foreign policy to make such arrangements, tha t the 
State Department was informed; the President  was kept informed.

I think tha t was the  only purpose of section 402, which I think  
is a necessary and laudable purpose, but  I think  tha t the language 
can be altered, and we would be delighted to work with this com
mittee to try  to work out mutual ly acceptable language.

Mr. Rogers of F lorida.  I think tha t would be helpful.
Jus t one last question: It  lias been suggested to the committee 

tha t perhaps the carriers be allowed to be the ones to buy the stock, 
as we have discussed earlier this morning.

I wondered if your concern was based on this: Tha t if you had one 
class of stock which was owned only by the carriers, and each carrier, 
though—it was proposed—would be limited to two Directors, say 
A.T. & T. invested $65 million and the other carriers $13 million, do 
you feel tha t this larger investment  would carry with it a de facto 
leverage that  then might  come in and made a decision as to whether 
it would be the satellit e system tha t would be placed in the farthest 
altitude or the lower satellite system, which 1 believe is what A.T. & T. 
feels might be more reasonable?

Mr. Kennedy. Th at  would be my second argument against it, 
which I think is a good argument.

The first one, of course, is what I mentioned: The fact tha t the 
American taxpayers have paid most of this already, at least $175 
million.

I have heard it argued before this committee, Congressman, tha t, 
well, if you allow A.T. & T. to come in here, they will be able to 
change their rates to account  for this investment, and, therefore, this 
is another advantage .

Of course, that,  again, is coming back to the American taxpayers, 
because the rates for communications, for telephone calls, are going 
to go up, based on A.T. & T.’s investment in this Corporation.

So, again, it is coming back to the American taxpayers who are 
going to, for the most part, pay for this whole operation, and yet not  
have really any great rights for investment.

I think tha t at leas t they should have the right, if they want  to, 
to invest in this. I think tha t is the first, the strongest and most 
compelling reason, and the second is what you mentioned.
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Mr. Rogers of Florida. Thank you.
Thank you, Mr. Chairman.
The Chairman. Mr. Sibal?
Mr. Sibal. No questions,  Mr. Chairman.
The Chairman. Mr. Hemphill?
Mr. Hemphill. Thank you, Mr. Chairman.
I want to see if 1 get you clearly on the question of jurisdiction.
As I conceive the constitu tional  powers as expressed by the creation 

of the FCC by the Congress, the Congress still has inherent powers 
over communications, as I unders tand it.

Mr. Kennedy. Th at is correct.
Mr. Hemphill. And the reason that  the President of the United 

States seeks the Execu tive power which is sought in this bill is because 
of the interna tional  relations only?

Mr. Kennedy. Well, internationa l relations  and also, of course, 
the fact tha t the United S tates owns space up to a certain distance.

Mr. H emphill. It  has always owned the space up to a certain 
distance, and I assume tha t it has been recognized tha t the FCC, it 
self, has no power over communications except those powers imposed 
or sanctioned by Congress?

Mr. K ennedy. Th at is correct.
Mr. Hemphill. And wherein does the Executive get any powers 

over communications?
Mr. Kennedy. Excuse me?
Mr. H emphill. Wherein would the executive branch of the Gov

ernment get powers over communications unless we sanction them in 
this particu lar legislation?

Mr. K ennedy. I think under the Constitution, Congressman, that  
there are certain powers t hat  are given generally to the President of 
the United States and the executive branch of the Government to 
negotiate-----

Mr. H emphill. What abo ut in the field of communications?
Mr. Kennedy. Well, negotiate in foreign affairs, for instance, the  

fact tha t the  executive branch of the Government has developed 
these satelli tes all along, I think, indicates quite clearly the autho rity  
tha t the executive branch of the Government has.

Mr. H emphill. I would agree with you on the foreign relations , 
but in the other field I think  we might well draw a parallel between 
the quar ter of a billion dollars we have put  into the development of 
these jets, and we did not say a t tha t time tha t the p rivate companies 
should not have the right to utilize them fully, which I am happy to  
say they are doing.

Now, in connection with  what you say the Presidential powers are, 
on page 2 of your  sta tement you stated that you are anxious to  make 
the system global, and that the technology should be shared by 
underdeveloped countries as well as developed, and that  was also 
included on page 2 of the House bill here.

Would tha t be accomplished by assigning channels to be held back 
to those countries developed t ha t have got the experience and know
how, with a loan from some place to get into the business, or how 
would th at be effective?

Mr. Kennedy. You mean how is it going to be effective-----
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Mr. H emphill. As far as the undeveloped countries which are 
presently without experience, without technology, without money 
and without ambition.

Mr. Kennedy. Well, in the first place, of course, they have to 
develop their own communications within their  country  for this to 
be effective.

We want to insure that  as they do develop in these countries, tha t 
there are arrangements made so th at they can partic ipate. Because 
it is immediately profitable to have an arrangement with England, 
France, or some of these other countries, the more undeveloped 
countries which have not  developed their systems yet could be ig
nored—we want to insure tha t their interests are watched and cared 
for because this plays such a major role as far as our  foreign policy is 
concerned.

Mr. Hemphill. Directing your atten tion to page 7 of your sta te
ment,  the. last paragraph, you said:

Publ ic part icipa tion will h elp us avoid domination by a single carrier.  It  will 
help insure  competition in all its  ramifications.

As I understand the present situation, A.T. & T. dominates in the 
field of international communications today to such an extent tha t 
the Government uses 85 percent  of its communications, is tha t not 
correct?

Mr. Kennedy. I believe so.
Mr. Hemphill. And, so far, the Department of Justice has not 

found it necessary to bring any suit to disparage that effort on the 
part of private business of America?

Mr. Kennedy. Well, there was a suit tha t was brough t some years 
ago, Congressman, because of concern in this whole field, which 
ultimately led to a consent decree which was signed by the Dep art
ment  of Justice , but  which those attorneys from the Departmen t of 
Justice who had participa ted in the suit refused to sign because they 
thought it was so unreasonable  and unfair to the Government.

These matters obviously receive cont inued attention from the De
par tment of Justice, and others.

Mr. H emphill. But you do not contemplate  reinstitu ting tha t par
ticular  litigation? 

Mr. Kennedy.
Congressman.

Mr. H emphill. 
Mr. Kennedy.

I would not get into any of those matters here, 

On page 9 of the-----
I would say, in answer to tha t question, tha t we 

are no t going to re insti tute  a suit t ha t has already been litigated.
Mr. H emphill. As to the consent decree, if you found out there 

had been departures from that  decree, certa inly you would reinstitute  
the suit, I would assume?

Mr. Kennedy. That is correct.
Mr. Hemphill. On page 9 of the proposed legislation, you set up 

certain things which the Federa l Communications Commission shall 
do, and that is not only i ts authority, but its congressional direction, 
as I understand it. It  is 201(c) on page 9.

Mr. Kennedy. Yes, that  is correct.
Mr. H emphill. The thing tha t concerns me is that we have a 

Federa l Communications Commission, the adequacy of which no one 
has questioned in this hearing so far.
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Why could not a private company be subject to such regulations or 
why would not a private company be subject to such regulations tha t 
actual ly the Federal Communications Commission could at all times 
express the will of the Congress and, thus, the will of the people in this 
particular field?

Could it not?
Mr. K ennedy. I think there are limitations in what  they can do, 

however.
Mr. Hemphill. If we wrote it into the legislation authorizing 

the communications satelli te, what they could do and what they 
could n ot do, would it be your judgment tha t tha t would be the law 
of the land?

Mr. Kennedy. Let me say this, Congressman: I think  tha t it gets 
beyond what the FCC was set up and established to do.

I think there are many areas where they cannot  operate as effec
tively as other branches of the Government, for instance. I think, 
as I said a number of times, this has broad foreign policy implications 
which must be taken into consideration. For the two major reasons 
that  I gave you, I do not think tha t this should be turned over to 
jus t one company and dominated by one company:

No. 1, the fact that the American taxpayers have already con
tributed  so much; and,

No. 2, for the future , on the question of competition.
I think tha t the FCC can do very little abou t either one of those 

things.
Mr. Hemphill. The purpose of my question was to ask, because 

you are the Chief Atto rney  of the United States, whether or not 
you thought  that Congress had the power in legislating in this field 
to write into the author ity of the Federal Communications Com
mission the authority to  restr ict this thing from being such a monopoly 
or to write into it the guidelines for future adminis tration?

Mr. Kennedy. I think tha t they do. I would like to look at  the 
language. I do n ot know tha t it is practically  possible, in my judg
ment.

Mr. Hemphill. Of course, the language is se t out in this adminis 
trat ion’s—

Mr. Kennedy. I do not think tha t resolves the points I made, 
Congressman. I think you have to have the other  language in here 
as well. Not jus t what is set out as far as the power of the FCC is 
concerned. I think the other language is necessary as well.

Mr. Hemphill. Well, when the Department of State representa 
tive was here the other day, and also when representatives of the 
industry were here the other day, I understood the testimony to be 
tha t while there might have been some little  difficulties, there had 
always been cooperation between the indus try and the D epartment of 
State in effectively protecting and promoting the interests of this 
Nation.

Do you know of anything to the contrary?
Mr. Kennedy. No, I  do not. As I said, I am not familiar with all 

those negotiat ions or discussions tha t have taken place, so I could 
not test ify on th at.  I do not know anything  to the contrary, however.

Mr. Hemphill. I want to join the others in thanking you for a 
very fine presentation.

Mr. Kennedy. Thank you, Congressman.
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The Chairman. The chairman feels it would be appropriate at  
this time tha t we consider ourselves in a temporary recess.

(A short recess was taken, after which the hearing was continued.)
The C hairman. Mr. Thomson?
Mr. T homson. Mr. Chairman. I just have one subject t hat  I would 

like to present to General Kennedy.
I am disturbed by what I consider to be an extreme departure  from 

the ordinary concept of regulated free enterprise in the struc ture of 
the Corporation which you recommend.

I am not aware of any precedent in American corporations for the 
President to have an observer who has the right to the records, papers, 
correspondence, and files of the Corporation—that is, a private  cor
poration—the right  to attend any and all meetings of the Board of 
Directors or the stockholders of the Corporation.

I am wondering how we can assert to the world tha t this is an ac
tivity  of a true free enterprise system with participation of the 
Government to that extent in free enterprise.

Mr. Kennedy. There would be a number of th ings I would say to 
that .

Tn the first place, the FCC, Congressman, has access to all of these 
books, records, correspondence now.

Mr. T iiomson. Th at is correct.
Mr. Kennedy. So tha t is not terribly revolutionary, because they 

have tha t right and have had tha t right for many, many years. 
That is not a great departure.

This is a new concept and a new idea. It  is going to be extremely 
importan t, this Corporation, not only for permit ting or allowing 
Americans to invest in a new company, in a new corporation, and 
perhaps make profits, but  i t also is going to have a tremendous effect 
on our foreign policy, and perhaps even the future of the country , 
in its relationship with other countries, in relationship with some of 
the underdeveloped countries.

Therefore, obviously, the U.S. Government is going to have a very, 
very intimate intere st in what occurs as far as this Corporation is 
concerned.

We tried to write in some language which would indicate that , so 
tha t the U.S. Government would still have something to say and 
have some r ights if, for instance, this Corporation wanted to go off 
and start into some relationship with Communist China at a time 
we felt tha t this was inadvisable, the President of the  United States,  
who was in control of foreign policy, would have some say in that .

Now, again, we are not wedded to this particu lar language, 
Congressman.

This is what we developed and evolved out of our discussion as to 
how to accomplish tha t purpose. I think we are all agreed tha t tha t 
purpose is necessary, and we would be glad to sit down with you or 
with the staff of the committee or with members of the committee 
and try to develop some new language or approach this in a different 
fashion, if you think that  advisable.

Tha t is a method which we developed, but  there is the very distinct 
possibility tha t there are a number of other  methods which might be 
much better, and I  would hope that  during the course of these hearings, 
if you have any suggestions to give us, we would be glad to send
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someone to your office and try  to work something out and develop 
it so th at we have new language.

I think that  the chairman realizes—and I want to make sure tha t 
all of the members of the committee realize—that we are all interested 
in try ing to accomplish the same thing; that  this is a new and revolu
tionary  idea, and the language might not be the best possible.

But we would be glad to work out with the chairman, or anybody 
tha t he designates, to try  in these areas tha t cause concern to you 
such as th is, to t ry to develop other language.

We are very interested  in certain of these principles which I have 
tried to enunciate today. But , as fa r as the specific language is con
cerned, we are ready and we do not think  that this is the end-all, as 
far as that  is concerned, Congressman.

Mr. Thomson. General, 1 am very encouraged at your statement. 
I think i t is impor tant to America, if we are representing th is effort in 
space communications to be free enterprise, tha t it must be solely 
and completely t ha t or we will suffer from the opposition pointing to 
the relationship between our operation through Government and their 
operation through  Government domination.

Now, would your suggestion tha t you are not wedded to the 
language in the bill apply also to page 11, lines 16, 17, and 18, which 
says essentially tha t the President shall designate the  incorporators 
who shall arrange for initial  stock offering and take  whatever other 
action is necessary to establish the Corporation—
including th e filing of artic les of incorporat ion which shall the rea fter be amended 
only upon the initiation or by the approval  of th e Presiden t.

Mr. Kennedy. Let me take that point by point.
I think on the question of the President of the  United States shall 

designate the incorporators, I do not think that is terr ibly important
The incorporators get the Corporation started.
It  seems to me tha t the best person to do that  probably would be 

the President of the United States.
They then withdraw and they are out of there, but somebody has 

got to be designated as incorporators, and it seems to me that as good 
a person as possible is the President.

There may be othe r suggestions or recommendations. We sug
gested the President, just to get the Corporat ion begun properly. 
He is out of there immediately after the Corporation comes into 
existence, but somebody has got to start it.

I do not offhand have another candidate. on might have a sug
gestion. T do not think  that is terribly serious, Congressman.

On the question of whether filing would thereafter be amended, 
changing and filing articles of incorporation shall be initiated  only via 
the approval of the President, that can be changed.

What we did not want to do is to have the approval of Congress to 
get this Corporation begun and started and then have these new people 
coine in, and within 6 months or within a few months, go ahead and 
change the whole thing and change the operation.

We think  that some kind of guarantees should be given.
Now, maybe you would want to limit it in a period of years that  

it would n ot be changed for the first year until we saw how it got 
started, and then tha t Congress would have to be notified and the 
executive branch of the Government would have to be notified, if 
these things were changed or altered.
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But I think, again, that  we would want to keep—I say I am not 
wedded to the language. I am wedded to the principle, Congress
man, and I think we all agree on tha t, tha t this Corporation is so 
very important, has such a major effect, tha t we have got to be very  
careful in what way it proceeds.

These pieces of language tha t you point out are different from incor
porations generally, but  I think tha t realistically they  would have to 
be different.

This is something dif ferent than anything tha t has ever been con
ceived in the United States . This is a revolut ionary idea.

W e can change and alt er some of this language as long as we remain 
with the principle, but I would be glad to discuss those things also.

Mr. Katzenbach pointed  out tha t the ad hoc committee, Congress
man, suggested tha t there be Presidential Directors , Directors ap
pointed by the President, and maybe that  is the solution. Maybe 
tha t is the bette r way of proceeding, and I think tha t has a good deal 
in i ts favor.

Mr. Thomson. I think  it is terribly important for our position in 
the world that if we represent this to be free enterprise, we should be 
very careful t hat  there can be no suggestion by the opponents of our 
philosophy tha t it is not free enterprise; and we want it to succeed.

Mr. Kennedy. I think  tha t the adminis tration and you certainly 
agree on what we think needs to be a major effort to make this free 
enterprise and open to the public.

Mr. Thomson. Thank you very much, General.
That is all.
The Chairman. Mr. Healey?
Mr. H ealey. Mr. Attorney General, there are  a few questions tha t 

I want  to get straightened out in my own mind. You stated before 
that  this would cost roughly $400 million?

Mr. K ennedy. I believe I said the estimates are somewhere be
tween $100 and $400 million.

Mr. H ealey. Suppose, for example, this got o ut of hand and went 
to, say, $800 million. Would the homeowner in any way be made 
to foot part  of this  bill?

Mr. Kennedy. The who?
Mr. H ealey. The homeowners, the telephone subscribers.
Mr. Kennedy. Again, that  would be according to what the FCC 

determined to be the rate s based on the investment of the A.T. & T. 
Co. and other companies.

We do not expect t ha t it is going to get out of hand like that.
Mr. H ealey. No other  questions, Mr. Chairman.
The Chairman. Mr. Dominick?
Mr. Dominick. Mr. Kennedy, would you say this was a speculative 

security tha t should be offered to the public?
Mr. K ennedy. It is a speculative security, I would say, Congress

man.
Mr. Dominick. Were the provisions proposed in the bill cleared 

with the Securities and Exchange Commission a t all?
Mr. Kennedy. I do not believe so, but maybe I can check and find 

out. I think there was some discussion with them. I do not know 
th at  i t was cleared formally, Congressman.

Mr. Dominick. Generally speaking, in a private enterprise corpora
tion  the board of directors controls the policy of the corporation and
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the officers control the day- to-day operations. Would you say tha t 
was true  under the bill that you have proposed here?

Mr. K ennedy. Generally.
Mr. Dominick. I am not sure tha t “generally” is enough, because 

I notice here that  the Atto rney  General is given the right to bring a 
suit for the  granting of equitable relief in the event that  the Corpora
tion does not carry out policy and purposes consistent with section 102.

And section 102 provides that  the Corporation must  be responsive 
to the national objectives, must serve the communication needs of the 
United  S tates and o ther countries, and contribute to world peace and 
understanding.

Mr. Kennedy. Tha t is why I said “generally.”
Mr. Dominick. I just wonder whether any Board of Directors is 

going to be able to determine whether they are doing th at or not doing 
tha t whenever they make any  decision.

Mr. Kennedy. As I thin k I have pointed out, Congressman, on a 
number of occasions, that this plays a very major role in the foreign 
policy of our Government.

There were three alternatives:
Because it  plays such a  major role, you could have it run, operated 

and directed by the Government, itself; or you could have one of 
these other two alternat ives: Have it open to all of the public with a 
certain amount of controls tha t have to exist because it plays such a 
major role; or have i t open to just the common carriers, with the  same 
kind of control.

And i t was our judgment tha t i t should be open to as many people 
as possible, but because of the Presidential interest, the Executive 
interest and the Government interest in this ma tter  and congressional 
interest, there must be certain amounts of ties with the Government 
that  would not otherwise exist.

Mr. Dominick. Would you not, in fact, say that in view of this 
Executive interest  which you have indicated, that the Government, 
in fact, is controlling the Corporation?

Mr. Kennedy. No.
Mr. Dominick. Th at is all I have, Mr. Chairman.
The Chairman. Mr. Kornegay?
Mr. Kornegay. Mr. Attorney General, my question is along the 

line tha t Mr. Hemphill has raised.
I gather  from your answer to his question tha t you feel tha t the 

limitation on the number of directors representing any particular 
carrier would be insufficient to safeguard against domination by a 
carrier such as A.T. & T., is that correct, sir?

Mr. K ennedy. Th at  is correct.
Now, would this be under the bill th at has been suggested by others?
Mr. Kornegay. Yes. I am just going into that  line.
In other words, the Corporation would be set up whereby the in

vestment would be limited to one class of stock which would be pur
chased by the camel’s.

Those who support tha t theory say that  it could be safeguarded, 
domination could be prevented, by limiting to, T believe two, the 
number of directors representing or sponsored by any particular  
carrier, irrespective of the amount of the investment in the Corpo
ration.

Mr. Kennedy. I understand.



588 COMMUNICATIONS SATELLITES

Mr. Kornegay. But 1 gath er tha t you feel tha t that would be in
sufficient to safeguard agains t domination?

Mr. Kennedy. That is correct.
Mr. Kornegay. Would you mind jus t giving me some of your 

reasons or some of your thinking for your position?
Mr. Kennedy. Well, I think 1 have mentioned a number of reasons, 

Congressman.
The fact tha t this tremendous investment, where even the figures 

tha t have been offered so fa r of $65 million by one carrier and $13 mil
lion by seven other carriers, I think, will play a major role in the policy 
decisions that would be made by th at Corporation.

I think tha t is qu ite clear. In my judgment, that  is w hat would 
happen.

Mr. Kornegay. All righ t, sir. Tha t is all, Mr. Chairman.
Mr. D ingell. Mr. Chairman?
The Chairman. Mr. Dingell.
Mr. D ingell. Because I came late, I did not ask any questions 

earlier. Could I be recognized very briefly?
The C hairman. Yes, you may proceed.
Mr. D ingell. Mr. Attorney General, you have been concerned, I 

am sure, with the antitrust  aspects of the legislation before us. Am 
I correct?

Mr. K ennedy. Tha t is correct.
Mr. Dingell. As a ma tte r of fact, this was one of the impor tant 

criteria that went into the consideration both by the Executive and 
by the FCC, I am sure, was it not?

Mr. Kennedy. It was.
Mr. D ingell. Now, let me get your comments on the ant itrust 

aspects of this insofar as the stockownership proposals are concerned 
in the different bills.

As a general principle, would I be correct in understanding tha t if 
a group of carriers were to get together to accomplish the purposes of 
sett ing up a system of space satellite communication without sta tu
tory  authorizat ion, tha t the Depar tment  of Justice would look very 
carefully at such a joint  effort to determine their function, and, to 
determine the impact of t ha t consortium upon the anti trust laws and 
the impact of the an titr us t laws upon such a consortium; is tha t 
correct?

Mr. Kennedy. It  would, that is correct.
Mr. D ingell. Do you have any feelings at this time with regard 

to the anti trus t aspects of a joining together of a group of carriers in 
a consortium to establish a system of space satellite communications 
without outside ownership, insofar as the an titru st laws are concerned?

Mr. Kennedy. Yes.
Mr. D ingell. Would you tell the committee wliat your feelings 

on that  are?
Mr. Kennedy. I think  that to have this once again dominated 

and controlled by jus t a few companies who would get together to 
set up or establish such a corporation, I think, would cause a good 
deal of concern in the Depar tmen t of Justice, in the Antitrust Division.

No. 2, I  think not only that  activity  per se, but also the implica
tions as far as the future is concerned when tha t corporation would be 
competing with, or supposedly in competition, particularly with one 
of those companies, the A.T. & T. Co., which has th e facilities on the 
ground, I think tha t would cause a great deal of concern.
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Mr. D ingell. Or with any of the other consti tuent companies?
Mr. K ennedy. Overseas.
Mr. D ingell. Which happened  to be the principal shareholders?
Mr. K ennedy. Tha t is correct.
Mr. D ingell. Is this the reason tha t the executive has recom

mended a different form of stockownership?
Mr. Kennedy. No, it is no t the major reason.
Mr. D ingell. Is i t a consideration?
Mr. Kennedy. It  is a consideration.
Mr. D ingell. You have indicated that it is not the major reason. 

What is the major reason?
Mr. K ennedy. I mentioned, No. 1, the fact th at the U.S. taxpayers 

have paid so much of th is already, some $175 million, through 1963.
So, therefore, we feel that  the American taxpayers who have paid 

so much of it so far should have  the right to invest in it if they want to.
No. 2, ju st the mere fact, getting  away from the ant itru st laws, of 

the domination of one company, A.T. & T., woidd have under the 
other  recommendations or the other suggestion, domination tha t they 
would have at the present time, and the fac t that , in our judgment as 
far as the future is concerned, as to developing new ideas, new ways, 
new experimentation, that they would not be as enthusiastic about 
doing it as would a corporation that was not dominated  by them. 
There would be a conflict of interest with facilities tha t they already 
own and control.

Mr. D ingell. Does this last concern also involve itself in anti trust 
considerations, too?

Mr. Kennedy. Yes; to the extent tha t I mentioned.
Mr. Dingell. I am grouping a little bit, Mr. Attorney  General; 

I hope you will bear with me. I would like to see this be as good a 
bill as possible.

Mr. Kennedy. Yes.
Mr. Dingell. I am firmly committed to priva te ownership of the 

facility, and think that  tha t concept is a wholesome one. Assuming 
that  the proposal were to go through with one type of stock whose 
ownership was limited to the carriers as set forth in the one form of 
legislation before this committee, would tha t in your mind raise any 
antitrust  questions?

Mr. Kennedy. It  would.
Mr. Dingell. As you read tha t particular piece of legislation, do 

you read into it any exemption from the antitr us t laws by reason of 
the authorization from the Congress to set up a specific type of stock 
ownership?

In other words, would the mere existence of the stock ownership as 
provided in the one bill-----

Mr. Kennedy. I think I can answer tha t question.
I think tha t that  is a very difficult question, Congressman. Where 

on the face of it, th is kind of activi ty would appear to be a violation of 
the a ntit rus t laws, the fact that  Congress should pass such a bill, and 
if such a bill was signed by the President of the United States, would 
it then be authorization by Congress to circumvent what would be 
an apparent violation of the antitrust  laws? I think tha t it is a diffi
cult question, bu t something tha t would have to be taken into 
consideration.

Mr. Dingell. You have indicated that  this would arouse a grea t 
deal of concern on the part  of the Department of Justice w ith regard
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to anti trus t laws and the broad, general policy of the United State s 
under  those an titrust  laws.

Do you then feel that  th e provisions of H.R. 9696 dealing with stock 
ownership being vested entirely in one small group of in ternational 
common carriers would constitute  a change or a violation or an exemp
tion from the existing ant itrust laws?

Mr. Kennedy. I think tha t the  way I answered it earlier, Congress
man, would be as far as I could go here. I think it would raise a 
serious question, and it would be a matter  that would receive our 
study, if it was done just  by themselves without the approval of 
Congress and without Congress set ting up a special Corporation, as 
they  are doing. Now, the effect of Congress doing tha t, as I say, 
would again have to receive study.

Mr. Dingell. In the  event tha t Congress chooses to take this 
course, would you recommend tha t we pu t in language into H.R. 9696 
expressly stating  that this does not give exemption from the ant i
trust laws, the authorization to utilize this form of stock ownership?

Mr. Kennedy. I think if they put tha t in, Congressman, it would 
raise a question whether just on the  face of i t corporations were not 
violating ant itrus t laws.

Mr. Dingell. Than k you very much, sir.
Thank  you, Mr. Chairman.
The Chairman. Mr. Attorney General, did I understand you to 

say earlier tha t you felt tha t this system should be inaugurated  as 
early as possible, and its purpose would be to supplement our present 
communications system?

Mr. Kennedy. That is correct, Mr. Chairman.
The Chairman. In other words, it makes available, then, an 

additional method of transmission of communication to what  we have 
today?

Mr. Kennedy. Tha t is correct, Mr. Chairman.
The Chairman. Which is by the various methods  tha t were ex

plained to us rather indelibly a few days ago in the description we 
heard of the present domestic and interna tional  operations, and the 
history  of the whole communications program as we have it now.

You said in response to a question a while ago that you think that 
there should be a provision requiring tha t all users, that is, all camel's, 
should have the privilege of using this system?

Mr. Kennedy. I think it is-----
The Chairman. I believe tha t is incorporated in each of the bills.
Mr. Kennedy. That is what I believe, Mr. Chairman.
The Chairman. You mentioned that you thought tha t the Com

mission’s suggestion for equal representation by carriers on the Board 
would be preferable, or did I misunderstand you?

Mr. Kennedy. I do not think  I  got into that , Mr. Chairman.
The Chairman. You did indicate that you would favor competi

tive bids?
Mr. Kennedy. Th at is correct.
The Chairman. I am trying  to develop the record further with 

reference to the implications tha t would be involved with a proposal 
of this kind.

To what extent should the Government, through one of its agencies, 
partic ipate  in the operation or decisional process of the Corporation?
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You stated at page 9 of your statement  tha t the Department of
State should be informed. We have bad some testimony on tha t 
subject.

Further,  you say:
In appropriate  cases, take necessary measures to further the foreign policy of the 
United S tates.

I developed this with some witnesses previously in an effort to try 
to clear my  own mind as to  wha t authority  the Departm ent of State 
should have.

I think i t has been clearly shown th at the S tate Department on any 
internationa l extension of service in this field should be informed of 
any actions tha t were taken.

I believe we are all in agreement on th at thus far. I have not noted  
any differences of opinion.

The representative of the State  Department did so state and the 
representative  of the A.T. & T. so stated tha t it was their  present pro
cedure, and they thought it should continue.

But there is a question as to whether or not the State Departmen t 
should have furth er authority  to require certain service or have any 
author ity with reference to the extension of operations of the service.

I proceed first on the basis, Mr. Attorney General, tha t there may 
be some situation tha t would arise where the S tate  Department  would 
find it advisable to pu t a sta tion, say, in some remote place of the world 
but in developing that poin t we learned tha t it is thought tha t the 
Federal Communications Commission would have the authority  
under  its supervision and regulatory au thor ity to require  any common 
carrier to provide a service where it was needed, I think with only 
one restriction, and that  is tha t it would not in any way jeopardize 
the soundness of the  organization.

That  raised a question in my mind as to just how far we should go 
in giving the Sta te Depar tment au thor ity in the affairs of the Corpora
tion.

As I say, I start ed out with the idea tha t it probably would be a 
good thing, but, going beyond the requirement tha t the State De
partment would be informed, I am not so sure now.

If you have any further views on tha t, for my own information I 
would be glad to have them.

Mr. Kennedy. I think  tha t we are probably referring to section 
402.

The C hairman. Yes, tha t is the  p art  of it.
Mr. Kennedy. The other par t where it is mentioned is section 

(3) or subsection (3) of section (c) of 201, where it  says:
In any case where the Secretary of State, after obtaining the advice of th e Ad

ministration as to i ts technical feasibility, is advised that commercial communica
tions with a part icula r foreign point by means of a communications satell ite 
system should be established in the national interes t, institute forthwith ap
propriate proceedings under section 214(d).

The Chairman. Yes.
Mr. Kennedy. So tha t is the authority.
And then, in view of tha t, whether it is necessary to have the 

language in section 402:
The corporation shall not enter into negotiations wi th any in ternational agency, 

foreign government, or entity without a prior notification 'to the Departmen t of 
State, which will conduct or supervise such negotiations—
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and:
All agreements and arra ngemen ts with any such agency, government, or e nti ty 

shall be subjec t to the  a pprova l of the Depar tment  of Sta te.
The Chairman. This has been discussed and it has been before us so 

we are quite familiar with it.
Then we go back to section 201, page 6:
In order  to achieve the  objec tives  and  to carry out  the  purposes of the  Act, 

the  Pres ident shall—
and it goes ahead and enumerates a number of objectives, and it 
appears that  the overriding  objective here is with reference to the 
relationship with foreign governments.

Mr. Kennedy. Yes.
The Chairman. Our international bodies and so forth, which seems, 

when you consider the whole thing together, that it gives the State 
Depar tment  r ather far-reaching authority.

Mr. Kennedy. Yes.
The Chairman. It  seems to me th at way, I  m ay be wrong.
Mr. Kennedy. As I said earlier to Congressman Thomson, we 

would be glad to modify some aspects, particularly  the language which 
is of concern to you, obviously, “conduct or supervise such negotia
tions ,” particula rly the word “conduct” ; and “all agreements and 
arrangements with any such agency, government, or entity shall be 
subjec t to the approval of the Departmen t of Sta te.” I think the 
power tha t is given under section 201, subsection (4) section 201(c)(3), 
and perhaps some of th e language in section 402, I think tha t tha t 
would cover it, Mr. Chairman.

The Chairman. Well, I call that to your attention in order that 
you might be thinking about  it in case we have an opportunity to 
consult your Department further.

Mr. Kennedy. We would be glad to.
As I said, if the principle is recognized, we would be glad to work 

out the language, Mr. Chairman.
The Chairman. Now. just  two or three questions tha t I asked the 

witness for A.T. & T. on which I would like to have your comment. 
I asked Mr. Dingman questions with reference to a single class of 
stock, what would be the effect if Congress were to follow the sug
gestion tha t would limit any carrier to 25 percent of the  outstanding 
stock and 15 percent of the authorized stock.

He commented that,  as far as he is concerned, it would depend on 
whether or not the ground stations  were included in the Corporation 
or whether they were excluded. He seemed to think  if the Corpora
tion did not control or own the  ground stations, that A.T. & T. could 
live within that limitation.

Would you have any comment on such a limitation, or is tha t 
something new th at you would want to think about?

Mr. Kennedy. I think if the public is permit ted to invest, that 
that  would be sati sfactory,  Mr. Chairman.

The Chairman. Tha t would be the next question, in which I  asked 
Mr. Dingman what would be his reaction to a suggestion tha t carriers, 
international  carriers, would own, say, 60 percent or be permitted to 
purchase up to 60 percent  of the total, and the additional 40 percent 
would be subscribed by noncarriers. I have no particular reason 
why I said 60 percent. I could have said 50 or 70 just as well, but
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what I had in mind is perhaps for the carriers to have authority  to 
purchase some amount more than  50 percent, and the public would 
be perm itted to participate in the additional authorized capital.

Mr. Kennedy. I would like to study  the figures. If anything 
along those lines was worked out, I would be in favor of having it 
at least 50-50, Mr. Chairman.

The Chairman. The reason my mind is cloudy on the present 
proposal is tha t you have a limitation of $1 billion capital in the Cor
poration, at $1,000 a share.

Tha t is in the adminis tration bill, and it is proposed that no carrier 
be permitted to have more than 25 percent of the total  outstanding 
capital stock or 15 percent of the  total  authorized stock.

Mr. Kennedy. Tha t is right .
The Chairman. In view of the testimony we have had here, it 

appears that some of the carriers, some six carriers, may  very wel l- 
under the program tha t was worked out—partic ipate,  and there are 
four carriers that would be questionable.

It  is quite obvious th at the ones t hat  were interested  in it, as you 
indica ted earlier, would have a very small subscription, comparatively 
speaking, to the entire stock issue.

It is not clear to me just how much you would expect the 10 carriers 
to subscribe to, if they change their mind and come in and want to 
subscribe to the stock—they  might take up the whole thing. There 
is no limitation except it says that no one carrier can have more than 
so much.

But suppose the others  come in and say, “We want to take 20 
percent,” and the first thing  you know, they have got 100 percent of 
the stock, and the public does not have any opportunity  to take any.

Mr. Kennedy. 1 think if there was an agreement along those lines, 
Mr. Chairman, that we could also have an agreement, as I said, maybe 
not limiting it to people who purchased a $1,000 piece of stock. Also, 
it would not be necessary to have th is limitation of $1 billion.

The Chairman. I want to make it clear tha t T certainly do not 
intend to imply that  there has been any agreement, anywhere, on 
this problem yet.

Mr. Kennedy. I unders tand, Mr. Chairman. I did not mean to 
imply that , either.

The Chairman. I do not know just what will come about. We 
are endeavoring to take the basic policies, which I think arc very 
impor tant, and then try  to bring them together in a program that  
would be practical, advisable, wise, and advance the cause of our 
country.

I know th at is wha t you want.
Mr. Kennedy. Yes. As I said earlier, we have these ideas. It  is 

a new concept, and we have been studying it, and I  th ink t ha t through 
these hearings and through your efforts, Mr. Chairman, and the 
efforts and interest of the members of this committee, tha t I would 
hope tha t out of all of this, tha t we are going to come up with the 
best possible ideas and the best possible language. That is what we 
are all interested  in.

The C hairman. Thank you very much.
Again, let me compliment you on your presentat ion here this 

morning. You have been exceedingly helpful. Let me thank you
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on behalf of the committee for you r appearance here and your testi
mony.

Mr. Kennedy. Thank you, Mr. Chairman.
The Chairman. The committee will adjourn until 10 o’clock to

morrow morning.
(Whereupon, at 12:10 p.m., the hearing was adjourned, to recon

vene a t 10 a.m. Wednesday, March 21, 1962.)
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House of Representatives,
Committee on I nterstate and F oreign C ommerce,

Washington,  D.C.
The committee met, pursuant to recess, at 10:20 a.m., in room 1334, 

New House Office Building, Hon. Oren Harr is (chairman of the 
committee) presiding.

The Chairman. The  committee will come to order.
Continuing the hearings this morning on legislation to provide for a 

commercial communications satellite system, we are very glad to 
welcome to the committee our colleague and the distinguished and able 
chairman of the great Committee on the Judic iary of the House of 
Representatives, Mr. Celler.

Mr. Celler, we are very glad to have you with us. If you will take 
a seat or stand, whichever you prefer.

STATEMENT OF HON. EMANUEL CELLER, A REPR ESEN TA
TIVE IN  CONGRESS FROM THE 11TH CONGRESSIONAL DIS 
TRICT OF THE STATE OF NEW YORK; ACCOMPANIED BY
LOUIS ROSENMAN, ASSOCIATE COUNSEL, ANTITRU ST SU B
COMMITTEE OF THE COMMITTEE ON THE JUDICIARY

Mr. Celler. I do not mind standing.
I remember once a story told about Lord Sherwood in the  House  of 

Lords. He came into the chamber one day and he did not feel very  
well and he was seated  and he addressed the Chair in the House of 
Lords and somebody made a point of order tha t you have to stand 
when you address the Chair in the House of Lords. So he got very  
angry and in high dudgeon he said, “If  I can’t speak standing, I shall 
speak sitt ing. If I can’t speak sitting, I shall speak lying.”

And several members said, “Which you will do in either eve nt.”
The Chairman. Very well, you may s tand or sit.
Mr. Celler. Mr. Chairman and members of this very splendid 

committee, with which our committee always works in complete 
liaison, I appreciate the oppor tunity  of appearing before this dis
tinguished committee to present my views on a mat ter of fundamental 
national importance.

The early development of the space satellite  communications sys
tem, under the leadership of the United States, is a national objective  
with global benefits. Such a system gives promise of revolutioniz ing 
world communications, and offers the unprecedented opportunity  for 
greater understand ing among nations.

I warmly endorse the President’s decision to permit the American 
public and private industry to take its rightful place in this new 
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venture. I am confident tha t a broadly based public corporation 
under  adequate Government regulation can effectuate the national  
policy.

However, we are creating here a pr ivate monopoly. The adminis
trat ion ’s bill does not contain, in my estimation, sufficient safeguards 
to protect  the public interest . It  is for this reason tha t I have in tro
duced H.R. 10772. This bill adopts the President’s approach and 
incorporates the additional safeguards necessary to protec t the public 
interest.

The Federal Communications Commission appears determined to 
deliver into the grasping hands of the communications industry the 
fruits of the labor of the American taxpayer. It  is like a fool making 
a feast for a wise man to eat it. It  is difficult to determine accurately  
the amount of public expenditures related to space activities. How
ever, it would be greatly  in excess of the $175 million which the  Na
tional Aeronautics and Space Administration has programed through 
fiscal 1963 for space communications.

In truth  and in fact, I tried to get the amount of money tha t the 
Government had spent  for research and development on space. It  is 
almost impossible to secure. The amount of money, as I  said, is in
calculable, and the $175 million is minuscule as far as the total  expend
itures  are concerned.

Take, for example, the cost of the experimentat ion with boosters 
and launching apparatus. Tha t goes way beyond $175 million. 
All those expenditures made a space communications satellite system 
possible.

So, when we speak of $175 million, this is far below the amount 
that has actually been spent  to make possible a communications 
system.

To make a gift to a few companies of a potential ly multimillion- 
dollar-a-vear monopoly, made possible by the expenditure of these 
substantial amounts of taxpayers’ money would be unconscionable 
and would frustrate the national interests for generations to come.

A.T. & T. has been boldly picketing—and I use tha t term ad
visedly—boldly picketing the Halls of Congress advancing the argu
ment tha t the communications companies should be the sole bene
ficiaries of the communications satellite system. They do not even 
want to include those who make the hardware, concerns such as 
General Dynamics, Westinghouse, and General Electric. They have 
experimented almost to the same degree as A.T. & T. But  the 
A.T. & T. wants those companies excluded.

From A.T. & T.’s viewpoint, this is quite understandable. This 
would mean that A.T. & T. would have a dominant and very probably 
a monopoly position in ownership and operation of the space com
munications system. In effect, A.T. & T. would be the chosen 
instrument  of the U.S. Government to own and control civilian 
space communications to the detriment of the public interest.

As the Depar tment  of Justice  has stated—
the continuing opportunity (for A.T. & T.) to favor its own facilities would always 
be present and would inevitably result in discrimination or suspicion of dis
crimination no matter  how s tric t might be the policy of A.T. & T.) to provide 
equal service to its competitors.

Furthermore—
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the  opp ortunity  to favor the purchase of equipment produced by A.T. & T .’s 
subs idiary, Western Elec tric Co., would be irrest ible.

The head of the Justice Departm ent’s Anti trust  Division has testi
fied tha t—
the degree of co ncentra tion in thi s field may very well be one of th e reasons  why 
America is not  further  a dva nce d in the field today  tha n it is * * *. Our system 
has no t produced as it  should, and  the  public intere st has suffered because the re 
has been undue c oncent ration in this field.

Judge Loevinger, head of the Anti trust  Division, warned:
The  Depar tme nt of Jus tice firmly believes th at  a project so important to the  

nat ional inte rest  should not  be owned or contro lled by a single priv ate organiza
tion irrespective of the  ex ten t to which such a system will be subject to gove rn
me nta l regulations.

Let me tell you, gentlemen, A.T. & T. is not lily white. It  is an 
old offender. After protracted  hearings in 1957 and 1958, the House 
Ant itrust Subcommittee of the  Committee on the Judiciary, of which 
I am chairman, concluded that  the FCC—
has  neglected in the  24 y ears of its existence to establish  fundame ntal  princip les 
or  stan dar ds by which to judge the reasonableness  of Bell System’s inter sta te 
telep hone rates.

It  was only after  continuous prodding by the Anti trust  Subcom
mittee  did the FCC “negotiate” with A.T. & T. a $50 million annual 
reduction in inte rsta te toll telephone rates. In other words, it was 
only because of insistent prodding by our committee  tha t we compelled 
the FCC to ask and petition and then negotiate  with A.T. & T. to 
reduce exorbitant rate s tha t the American taxpayers pay amounting 
to $50 million a year.

I would like to emphasize that this rate reduction was through 
“negotiat ion” with A.T. & T. and was not regulation by the FCC as 
envisioned by Congress.

Moreover, the FCC has candidly admitted that  it has never regu
lated A.T. & T. ’s oversea rates. On July  6, 1961, the FCC wrote 
A.T. & T.:

As you are aware, the  Commission  has never  had before  it da ta on which to 
properly evaluate  t he  level of earnings  on your oversea communicat ions services.

Secondly, the FCC has done little or nothing to regulate interna
tional rates. The A.T. & T. seems to be a law unto itself, impervious 
to regulation. And now we are going to give them this monopolistic, 
monolithic satellite system, as they would say in some parts of my 
distr ict, on a silver p latter.

I am not for it, I can assure you.
Mind you, the FCC has still n ot institu ted a formal rate hearing. 

It is content to slowly crawl along the route of an “informal inq uiry” 
to determine the investment, expenses, and revenues associated with 
A.T. & T.’s oversea communications services.

It  appears almost impossible to regulate A.T. & T. on earth. We 
would need divine guidance to regulate A.T. & T. if it is permitted to 
capture  the space communications system. H.R. 10722, with its 
safeguards, give us, in my humble opinion, the best chance of pre
venting A.T. & T. from escaping effective regulation of its space 
communications activities.

Anyone reading the various proposals now pending before the 
Congress must be impressed by the multitud inous complexity of the82059— 62— pt. 2------17
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functions tha t must be carried out by the various departments and 
agencies, if we are to have a successful space satellite system. The 
Federal Government would be required to:

1. Furnish launch vehicles.
2. Launch the satellites and provide launch crew and associated 

services.
3. Insure that the Corporation provides communication services to 

areas of the world where such services may be uneconomical, if it is 
determined tha t providing such services would be in the national 
interest.

4. Coordinate continuing governmental research and development 
with the activities of the private corporation.

5. Regulate the ratemaking process.
6. Insure that  the satellite  system established is technically com

patible  with existing facilities with which it will interconnect.
7. Consult with the priva te corporation regarding technical speci

fications for satellites and ground stations and in determining the 
number and location of such facilities.

8. Insure that  present and future access to the system on an 
equitable and nondiscriminatory basis is made available to all 
authorized communications carriers.

9. Preserve competition in the field of supplying goods and services 
to the Corporation.

10. Insure that opportunities  are provided for foreign participation 
in the system.

11. Supervise any change in the internal struc ture of the private 
corporation.

12. Supervise the relations of the proposed Corporation with 
foreign governments and with international bodies.

It  would be intolerable from the standpoint of public interest to 
relegate the U.S. Government to the role of a passive observer when 
it has made and must continue to make the major  contributions 
toward a successful space satellite communications system at an 
inordinate  public expenditure , and then require the Government to 
go through all these 12 functions.

The mere mention of those obligations of the Government are 
staggering.

It is for this reason tha t, under H.R. 10772, the Board of Directors 
of the proposed Corporation would include the Attorney General, the 
Secretary of State, the Adm inistra tor of the National Aeronautics and 
Space Administ ration, and the Chairman of the Federal Communica
tions Commission. These are the opera ting heads of the departments 
and agencies most crucially involved in effectuating the national  
policy for a space satell ite communications system. If these agencies 
are to have the responsibilities of con tributing to the success of this 
program, they must be cognizant of all the activities  of the Corpora
tion. These officials must have the opportunity to express their views 
reflecting the overriding nationa l policy and interests.

They are not made directors, I want to indica te, in the adminis tra
tion ’s bill. But let me toy a minute with that  idea of the need of 
having  these public officials as part of the Board of Directors of the 
Corporation.

For example, if this system were bad and A.T. & T. were in control, 
the Soviets might put up a bette r system, and the propaganda loss to 
us would be incalculable.
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If the system were bad, the United States  would have to hail 
A.T. & T. out and pay for a new system.

Take the matter  of jamming. A.T. & T. would he compelled to 
use our State Depar tment  to help them out. A.T. & T. does not 
wish, as it has indicated in the public prints, direct supervision over 
the foreign aspects of the system. But it would jolly well rush to 
the S tate Department to get intervention in case of difficulties. Wit
ness the fact that  the International Telephone & Telegraph only 
recently ran to the State Department when they got in difficulties 
with Brazil when one of the governors of the province in Brazil 
expropriated the proper ty of I.T. & T.

The ultimate responsibility for effectuating the national policy 
regarding global communications through space satellites  must rest 
with the President. The recent proposal by Presiden t Kennedy to 
Premier Khrushchev of a five-point cooperative program of space 
exploration, including communications by satellites, is the best 
example of this responsibility. I read this morning in the newspapers 
tha t the Soviet promises to cooperate on space data with the United 
States  through the United Nations . It is for just such reasons that 
I have incorporated in H.R. 10772 a provision giving the President 
discretionary power to disapprove all acts, both by the Corporation 
and departments  and agencies of the Government, in order to attain 
full compliance with the national  policy regarding communications 
through space sat ('Hites.

H.R. 10772 provides th at nine members of the Board of Directors 
be elected annually by the class A stockholders. This class of stock 
can be purchased by the American public and the communications 
common carriers. However, H.R. 10772 limits the ownership of 
class A stock by any person or corporation to not more than 10 percent 
of the authorized stock, or more than 15 percent of the outstanding 
stock. Under my proposal, all carriers put together would not be 
permit ted to own more than 45 percent of the authorized  or out
standing stock or elect more than six directors.

Under the administrat ion’s proposal no person or corporation would 
be permitted to own more than 15 percent of the authorized stock, 
or more than 25 percent of the outstanding stock. The adminis tra
tion’s proposal does not limit the amount of stock that  all communi
cations carriers may own or the number of Directors that  they may 
all elect. They could control six Directors or more absolutely.

The safeguards which I have incorporated in H.R. 10722 are neces
sary to protect the public interest by preventing any one company 
or consortium of companies from gaining control or dominance of the 
Corporation.

'Phe decision of the President to broaden the base of ownership and 
participat ion to include not only the communications carriers, but 
also the general public, is fraught with great benefit to the Nation 
and to the future. It is for this reason I propose that  the class A 
stock, as initially issued, shall be sold at a price of not  less than $100 
per share, instead of $1,000 per share.

The distinguished Attorney General, who yesterday appeared before 
this committee, said he would be willing to accept a reduction from 
$1,000 to $100 per share.

In addition, H .R. 10722 specifies that the stock be issued in a manner 
to insure the widest distribu tion to the American public. I believe
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that the adminis tration’s proposal tha t the stock be sold at $1,000 
per share  with no provision requiring wide dis tribution would exclude 
a great many Americans from participa ting in this new venture.

It  appears to me that  when we are preparing to break through into 
a new dynamic era of communications, tha t the American public 
would be willing overwhelmingly to support such an endeavor. I 
must reject the contention by A.T. & T. tha t the American public 
should be prevented from making a long term investment in a national 
program for the betterm ent of all mankind.
. Both the admin istration’s proposal and H.R. 10722 recognize the 

special role of communications carriers by providing tha t they shall 
be the sole owners of the nonvoting class B stock. In addition, both 
proposals authorize the Corporation to issue other non voting secu 
rities, bonds, debentures, and other certificates of indebtedness.

H.R. 10772 provides that  these investments will not be eligible 
for inclusion in the rate base of carriers for domestic service, but will 
be eligible for inclusion of the rate base of the carriers for other inter
national communication services. The administration’s proposal does 
not make this distinction.

The safeguards included in H.R. 10722 arc necessary to protect the 
millions of American telephone owners, who will never make an over
sea call, from being shackled with the heavy burden of continuously 
paying the communications carrier for facilities they will never use.

Under the administration’s proposal the Corporation could own 
the ground stations, but  is silent and ambiguous as to whether indi
vidual carriers may also own the ground stations.  H.R. 10772 
specifies tha t the ground stations of the American part of the space 
satellite  system shall be owned and managed by the Corporation. 
This would not preclude communications common carriers from leas
ing the facilities of the ground stations, or owning and managing 
other ground stations  outside the United States, its possessions, or 
territories.

Much of the revenue from the satellite system will come from han
dling the messages on earth.  This safeguard is necessary to prevent 
any one company from gaining a dominant economic position in using 
the system to the detriment of other competing companies.

The FCC and the communications companies have contended that  
the satellite communications system is merely another link in an 
existing system. This is a gross distortion of the facts and shows 
lack of vision and desire to have this system operating as rapidly as 
possible. We already know tha t this system is likely to be of g reat 
value to meteorology, navigation, and space research. Only time, 
effort, and the freedom to innovate  will determine what other uses 
may be developed for the benefit of the Nation.

The rapid  development and full use of the space sa tellite communi
cations system is a national goal and pa ramount to the selfish interests 
of a monopoly. A.T.. & T. has proposed a low-random orbit system 
which would require approximately 400 satellites in polar orbit in 
order to obtain worldwide coverage. This proposal is made a t a time 
when where is general agreement on the ultima te desirability  of a sys
tem of three  or four high-oribiting synchronous satellites, which would 
give global coverage and would be cheaper to both set up and main
tain. If the existing communications companies are permitted to own 
and operate  a system of thei r choice, they will have a strong motiva-
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tion to reta rd its development and use in order to protect their vast 
investment in existing equipment and facilities.

On the other  hand, a broad-based public corporation will have the 
incentive of profits to spur it in rapid ly developing and utilizing this 
revolutionary means of communications.

Space satellites will revolutionize communications as the airplane 
revolutionized travel. Air t ravel  as we know it today would still be 
in the realm of the future if Congress had delivered the airlines into the 
hands of the existing and established  railroads. If Congress delivers 
this revolut ionary facility into the hands of a few vested-interest 
companies, i t will reta rd progress and make such giveaways as Dixon- 
Yates look like petty  larceny.

The creation of a broad-based public Corporation within a frame
work of Government regulation is an oppor tunity to demonstrate to 
the world th e s trength  and vigor of our system of government.

We are on the brink of taking a great step forward into a new 
dimension of progress. It  would be a disgrace to our free enterprise 
system if, a t this critical junc ture , a few companies would take a step 
backward and state: “ If you don ’t give us this monopoly, we will not 
cooperate.”

Actually, A.T. & T. and I.T. & T. have stated  they would not be 
interested if they could not go whole hog. grab  it all. They said they 
would not invest. They say: “ If you won’t play the game our way, 
we are going to pick up our marbles and walk away.”

I am sure that the many millions of stockholders of these communi
cations companies would wish their companies to walk hand in band 
with their Government for the benefit of the Nation.

I do not advocate ou trigh t Government ownership. I want nothing 
of that. On the other hand, I rebel against the idea of private  owner
ship, where the control and destiny of the system would be the means 
of lining the pockets of a select group of companies. We arm ourselves 
with a sea of troubles if we embrace any legislation in this field which 
does not  tether A.T. & T. and thereby safeguard the public in terest.

Aon know, there is an old saying, Air. Chairman, the horse neighs 
according to its rider.

If A.T. & T. desires to ride and we let A.T. <fe T. ride, the system 
would be compelled to follow its rein.

Thank you very much, Mr. Chairman.
The Chairman. Mr. Chairman, thank you very much for a sta te

ment of your views regarding this.
You certainly have given to the committee an entirely different 

type of discussion, and I believe a different solution to the problem, 
than  any other witness has thus far given. I think  it just about  pin
points all the various approaches to the problem now except the one 
final and only one left, and tha t is for an outrigh t Government owned, 
controlled, dominated operation.

Mr. Celler. That 1 would oppose.
I do not  want that .
The Chairman. And we have had many other  witnesses here. We 

have heard I.T. & T. It  is true they did s tate  p ret ty much the same 
as you have said they did.

A.T. & T., however, did not ever admit that they would not co
operate. I doub t if you can get tha t out of them.

Mr. Celler. I jus t read in the newspapers that  A.T. & T. had 
stated tha t if the administ ration’s bill becomes law “the officers of
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our company would have  considerable difficulty in recommending any 
substan tial investment.”

The Chairman. They never did sta te categorically th at they would 
not participate , regardless of the program. They did say they would 
have to wait and see.

I am sure there could be innumerable questions by members of the 
committee. Our time is limited, so we will have only a brief oppor
tunity for such challenging questions as the members might want to 
ask.

Mr. Rogers?
Mr. Rogers of Texas. Mr. Chairman, let me compliment you on 

your statement.
But do you not think the primary issue involved here is getting  

this thing into operation with the greatest possible speed?
Mr. Celler. I do not  see why it cannot go into operation with the 

greatest possible speed with the proposed Corporation.
The communications companies, if the administ ration bill is followed 

or my bill or a combination of the two is followed, would be embraced 
in the  system.

We expect them to be embraced in the system.
Much of the research, development, and the expertise of the com

munications system already lies in the Government . I do not see 
why there  would be any delay at all.

Mr. Rogers of Texas. I gather from your statement you do not 
feel tha t the greatest speed in bringing about the orbiting of this 
satellite  and putting it into play could be occasioned by turning  it 
over to those companies tha t are presently engaged in the communica
tions business and have been for a number of years?

Mr. Celler. No, I do not think that  they would accelerate the 
process at all.

For example, leave out the proposition of turning it over to the 
communications companies, leave out all the hardware manufacturing 
companies—I use that term—who have experimented to a great de
gree, and they are going to feel disgruntled and recalcitran t if they are 
left out in the cold.

What about the moneys tha t they have expended?
They  would not continue  to keep feeding the A.T. & T. with all 

their properties and all their  inventions, which are in some respects 
highly important in this situat ion, if they are going to be left out.

We have very wonderful technicians in the National Aeronautics 
and Space Administ ration and in o ther Government agencies. We 
have a wonderful corps of men—men with tremendous expertise on this 
subject—the Department of Defense—-—

Mr. Rogers of Texas. Mr. Chairman, with regard to that,  what I 
am thinking about is the mechanics of moving this  thing forward.

Now, you advocate selling this stock, of course, at $100 a share and 
making it  available to the public. Does your bill provide any limita
tion on the amount of stock that can be held by the public or the 
amount of stock tha t must be held by the communications companies?

Mr. Celler. We have a limitat ion that  no company can hold more 
than a specified amount and no combination of communications com
panies can hold more than 45 percent. We have tha t in there.

Mr. Rogers of Texas. But would it not be possible, if we spread 
this stock throughout the country,  that  it would create a ra ther cum-
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bersome situation from a voting ancl action standpoint on the part 
of that Corporation if this  stock became so widespread that it would 
become unwieldy?

Mr. Celler. Then you have to apply tha t same situation  to the
A.T. & T. A.T. <& T. is a company that has the widest distribution  
of stock, has over 2 million stockholders, so you have to address 
yourself to tha t company, too.

That  objection, if there is an objection, could be resident in the 
situat ion today with A.T. & T. If they are going to take over this 
great burden, it would be even more resident with them.

Mr. Rogers of Texas. Your reference to the class B stock, what 
benefit would flow from the ownership of class B stock other than 
private users in the r ate determ ination-----

Mr. Celler. That  is the way they would get a retu rn on their 
investment. It  would be a defense of their own investment in the 
system, and they would also put the amount represented by tha t 
stock into their international rate structure. In that  sense, they 
would get their money back.

Mr. Rogers of Texas. There would not be any other benefit, 
because it would be nonvoting?

Mr. Celler. That is r ight.
Mr. Rogers of Texas. And the only benefit they  would get would 

be to use it in their  rate  base?
Mr. Celler. That is right.
Mr. Rogers of Texas. Now, with regard to their  rate base, you 

would, of course, feel, I am sure, tha t if this was turned over to a 
private communications company presently in existence to move 
forward with it, that  it should be a separate and distinct enti ty with 
specific provision in there that whatever investment they put in this, 
they  could not use in determining their rate schedule for domestic 
operations?

Mr. Celler. The only limitation I have is tha t the investments 
will not be eligible for inclusion in the rate  base of carriers for do
mestic service.

Mr. Rogers of Texas. Yes.
Mr. Celler. Only abroad and in space.
Mr. R ogers of Texas. It was my understanding from their position 

that they did not intend to use their investment in the satellite oper
ations or your international operations in moving in, in using it or 
employing it for their benefit of their domestic  rate schedules.

Certainly, I think  I am correct in that.
Mr. Celler. Then there should be no objection to put ting  it in 

the bill.
Mr. Rogers of Texas. I say I think you are correct in tha t par

ticular. I think  probably  there was a misunderstanding.
Thank you, Mr. Chairman.
The Chairman. Mr. Younger?
Mr. Younger. Mr. Celler, after violently and with a great deal of 

feeling condemning all of the communications systems, along with the 
FCC and other Government agencies, who have you got left to run 
this system?

Mr. C eller. I did not condemn all o ther Government agencies. I 
criticized the F CC for its failure to regulate interstate  telephone rates . 
They have been laggard over the years. It was left to a congressional
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committee to compel the FCC to do what they should have done years 
ago; namely, see that the American taxpayers’ rates for telephone 
calls between States were adequate, reasonable, and just. As a result 
of the investigation of the House Antit rust Subcommittee of the 
Committee on the Judiciary, there was a reduction to you and to me 
and to the other American taxpayers, who use the  telephones, of $50 
million a year.

We have a right to criticize the Federal Communications Commis
sion and A.T. & T. for t ha t situation. Beyond tha t, I think we have 
a right to criticize the FCC for their failure and for the failure of 
A.T. & T. to cooperate, if there was any action at all on the par t of 
the FCC, concerning interstate or oversea rates.

I therefore criticize them.
I did not criticize any  other agency.
Mr. Younger. Here is your s tatement:
T he  Fe de ra l C om m un ic at io ns  Co mm iss ion  ap pe ar s de te rm in ed  to  de liv er  in to  

th e  gr as ping  ha nd s of th e  co m m un ic at io ns  in du st ry .

Now, if that is not a clear violation of the public interest oath tha t 
the members of the Commission have taken, 1 do not know what i t is. 
1 am not a lawyer like you, but I cannot put  any other interpretation  
on it.

Mr. Celler. I used the  words “grasping communications ind ustry” 
advisedly, and 1 will defend tha t statement.

Mr. Younger. Well, “deliver into the grasping hands.”
Mr. Celler. I beg your pardon?
Mr. Younger. You say “deliver into the grasping hands.” In 

other  words, tha t is a violation. They are doing something against 
the public interest, which they have taken an o ath to protect.

Mr. Celler. I am referring to the proposal of Chairman Minow 
of the Federal Communications Commission-----

Mr. Y ounger. No; that  is a unanimous opinion of the Commission.
Mr. Celler. It  is called, for convenience sake, the Minow pro

posal, and, therefore, I address myself to the Federal Communications 
Commission, and 1 criticize them for their delivery of this system, 
fraught with so much possible good for the Nation, completely over 
to the communications industry.

Mr. Y ounger. “The  grasping hands” ?
Mr. C eller. What is that?
Mr. Younger. “The  grasping hands”-----
Mr. Celler. Yes.
Mr. Younger (continuing). “Of the communications industry”?
Mr. C eller. I say “grasping hands” advisedly. I ask the gentle

man, if he has time, to read the report on the “Television Broadcast 
ing Industry” issued by the Antit rust Subcommittee of the Judiciary  
Committee to see what the communications systems have done with 
reference, for example, on television network practices, the chapter 
dealing with cable and coaxial cable charges by A.T. T. to small 
TV companies in your distric t and in the distric ts throughout the 
land. They are exorbit ant ; therefore, I speak of A.T. & T. as grasping.

Jus t read the facts tha t we unearthed.
Mr. Y ounger. You do not say the A.T. & T. “Into the grasping 

hands of the communications industry .” You condemn everybody. 
We know your opinion on the A.T. & T. That is well understood by
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everything  you have said on the floor and through your committee, bu t 
you condemn the whole industry?

Mr. Celler. I can go on and give you chapter and verse, if you 
wish. Therefore, I used tha t term advisedly, “the grasping hands 
of the  communications indu stry ,” and I stand by it. I do not want 
to give them the fruits of the  labor of the American taxpayer. As I 
said, I am not going to be a fool to make a feast for the wise men to eat.

Mr. Younger. I cannot see the logic of your presentat ion other 
than a Corporation owned and controlled and operated by the 
President of the United States . There is no other conclusion that 
can possibly be drawn from your testimony and from the bill.

That is all, Mr. Chairman.
Mr. Staggers. Mr. Rhodes, any questions?
Mr. Devine?
Mr. D evine. No, I do not believe I have any questions. I might 

say, Mr. Chairman, however, tha t the state men t of our colleague 
from Brooklyn, to me, jus t appears to be a wholesale condemnation 
of the free enterprise system, and you are apparen tly trying to destroy 
what might be described as a small dragon by creating  a monster, 
another governmental monster.

You refer to Dixon-Yates as petty larceny. This will make the 
TVA look like a trickle on the desert.

Mr. Celler. This is not TVA. This is not Government control. 
This is not Government ownership. I said 1 inveigh agains t Govern
ment ownership. You probab ly were not in the room when I read 
that .

Mr. Devine. Government control.
Mr. Celler. You cannot  compare this to TVA. There is no 

Government ownership here. Private initiative , enterprise, would 
play a very important part  in this operation.

Mr. Y ounger. Will the  gentleman yield for one question?
Mr. Devine. Yes.
Mr. Younger. You realize that  the Under Secretary of Sta te who 

was here representing the administ ration, under a direct question, 
said that he could not possibly recommend the investment to any 
individual.

Do you remember th at?
Mr. Celler. I did not hear that.  Which Secretary was tha t?
Mr. Younger. Mr. McGhee.
Mr. Celler. Who was that?
Mr. Younger. George C. McGhee of the State Department.
Mr. Celler. Well, it must have been at a moment of mental 

aberration  when he sa id that.  I am willing to invest.
Mr. Staggers. Mr. Dingell?
Mr. Dingell. I wanted to express my warm feeling toward the 

distinguished chairman of the Judiciary Committee, my thanks to 
him for his presence this morning, my warm appreciation to him for 
the kindnesses he has bestowed upon me in the past, and I  compliment 
him for an excellent statement.

Mr. Celler. Thank you.
Mr. Dingell. It is a privilege to have had you with us, Mr. 

Chairman.
Mr. Staggers. Mr. Kornegay, do you have any questions?
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Mr. Kornegay. Mr. Chairman, I appreciate your coming here 
today and being with us and bringing us this statem ent. Thank you, 
sir.

Mr. Celler. Than k you.
Mr. Staggers. Thank you, Mr. Chairman, for your able presen

tation.
Mr. C eller. I am much obliged.
Mr. Staggers. Is Mr. Webb present?
Mr. Webb. Yes, sir.
Mr. Staggers. The Administrator of the National Aeronautics and 

Space Administration.

STATEMENT OF JAMES E. WEBB, ADMINISTRATOR, NATIONAL
AERONAUTICS AND SPACE ADM INISTR ATION; ACCOMPANIED
BY JOHN A. JOHN SON, GENERAL COUNSEL, NA SA; AND MORTON
J. STOLLER, DIRECTOR, OFFICE OF APPLICATIONS . NASA

Mr. Staggers. We are glad to have you with us, Mr. Webb. You 
can proceed with your statement.

Mr. Webb. Thank you, Mr. Chairman.
I have with me Mr. John Johnson, who is the general counsel of the 

National Aeronautics and Space Administ ration; and Mr. Morton 
Stoller, who is the director of NASA’s Office of Applications, under 
which the communications satellite research and development pro
grams of the agency fall.

Mav I say, Mr. Chairman,  I appreciate very much the opportun ity 
to be here today, particularly since the Congressman from my own 
home district, Mr. John Jarman, is here and a member of this com
mittee, so I particularly  appreciate this opportuni ty to be here.

Mr. Staggers. We are sorry we did not know that,  or we would 
have asked Mr. Jarman to make a few remarks. Do you have any
thing to state, Mr. Jarman?

Mr. J arman. Mr. Chairman, I counted on a later opportunity to 
welcome our distinguished Oklahoman, Mr. Webb, and his associates, 
before our committee.

We are mighty proud in Oklahoma of the part that Mr. Webb has 
played in this position of great national responsibility.

Mr. Webb. Thank  you very much, Mr. Chairman and Mr. Jarman.
Mr. Chairman, I appea r here today on II.R. 10115, the legislative 

proposal recommended by the President to provide for the establish
ment, ownership, operation, and regulation of a commercial com
munications satellite svstem.

The research and development programs carried out by the National 
Aeronautics and Space Administration have now reached a point of 
development from which it is possible to plan for an early operational 
capability for satellite space stat ions that can add a tremendous addi
tional resource to meet the increasing needs for worldwide communica
tions facilities. Legislation is now needed to provide a policy and 
operational framework within which we may build on our research 
and development efforts, and it is my purpose here today to recom
mend the early enactment of H.R. 10115.

Just  as it has led the world in research and development in this 
field, the United States  now has the further challenging opportunity 
to provide leadership in developing an operational pattern through
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which this dramatic  new means of communications can prove to lx; 
not only technically feasible but a practical and economic reality.

However, if we are to meet and fulfill this opportunity, we must 
provide without delay for the  organization and the financing which 
are essential in order tha t the  planning for the system can go forward 
at a rapid pace. Although spectacular accomplishments in space, 
such as manned space flight, do dramatize  a nation’s capability in 
science and technology, the demonstra tion of our purpose and ability 
to use our new’ space tools to accomplish tasks of practical benefit, 
such as providing a more efficient means of increasing our present 
communications workload capacity,  will give an image of a nation at 
work in space that  will, perhaps, be as important in eliciting inter
national  cooperation as any but the most spectacular events.

Today, the United State s needs to place the strongest emphasis on 
the necessity for getting a driving effort going within and among the 
communications companies w ith the know-how’ to solve the technical 
problems involved in bringing an operating system into being, and 
also on providing the strongest incentives to establish a commercial 
communications satellite  system at the earliest practicable time. 
H.R. 10115 provides the  organizational framework for this effort, 
and, in keeping with our system of free enterprise, places it under 
private ownership.

The functions and responsibilities NASA will have in connection 
with the operation of the  communications satellite  system and the 
Corporation which would be created under H.R. 10115 are set forth 
principally in section 201(b) beginning on page 8 of the  bill.

If H.R. 10115 is enacted , NASA will not have regulatory or super
visory powers over the Corporation. Under section 201(b) NASA 
will have, however, the responsibility to advise the Federal Com
munications Commission on the technical characteristics of the system. 
The term “technical characte ristics” includes such factors as the 
number of available channels in the satellite system, its transmission 
quali ty, the capability for multiple access, the percentage of available 
time for reliable communication between designated points, the 
capability  to expand services at  a future  date, and such items. The 
responsibility to advise the FCC on these things is a corollary of 
NASA’s responsibility to consult with the Corporation on the tech
nical characteristics of the system which is provided for under section 
201(b)(4) of the bill. It  will be essential, we believe, for NASA and 
the new Corporation to establish a close and continuous relationship 
for the purpose of determining the design and technical characteristics 
of the initial system, as well as of subsequent modifications and 
improvements. There should be a constant cross-feeding of engineer
ing and scientific information, R. & D. results, test results, and the 
data on the actual operat ion of the system. The technical character
istics of the system may also be affected by work done by NASA in 
fields other than satelli te communications—for example, the develop
ment of improved antennas and receivers for deep space communica
tions may indica te the adap tabili ty of new techniques for the 
communications satellites.

It will also he essential for NASA to keep the FCC fully and regu
larly informed on the technical characterist ics of the system, as they 
evolve and change, so that the FCC can carry  out its responsibilities 
for approving the operational system, planning for the allocation of
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th e faci lities  of the  syste m among  users,  and sim ilar matt ers . Co n
versely,  the  FC C may  ask NASA to work on cha nging  the  ch arac te r
isti cs of the  sys tem in orde r to imp rov e co mpa tib ili ty  with  exi stin g 
com mu nicatio ns sys tem s, to provide more efficient or economical  se rv
ice, and  such item s.

In connect ion with  th is NASA responsib ilit y, I migh t not e th at  the 
bas is for the  coord ina tion of the ac tiv itie s of NASA and  the  FC C in 
spa ce telecomm unicat ions was esta blis hed  in a m em ora ndum  of unde r
sta nd ing betw een us, da ted Fe br ua ry  27, 1961. Bo th before and 
since th at  da te,  NASA an d the  FC C hav e wor ked  closely, and, I 
th ink , effectively, on th e man y m at te rs  of common inter es t to us in 
the field of space com mu nications . We would expect th at  thi s 
coo rdinated  effort will continue.

NA SA’s second res pons ibi lity und er the bill will be to coo rdinate its  
research and  deve lop me nt program re la tin g to spa ce com mu nicatio ns 
wi th th at  of the Co rporati on . This, aga in, is a corollary  of our  
res ponsibi lity  to consult  with  the  Co rporati on  on the technical ch ar 
ac ter ist ics  of the  syste m.  In  the  course of such consu lta tion, we 
bel ieve it can be exp ect ed th at  NASA and  the Co rporati on  will agree 
on how they  m igh t comp lem ent the  It.  & D. pro gra ms  of each oth er,  
in order to expedi te the dev elo pm ent of an op erat ing system.

In addit ion , af te r th is  ini tia l com mu nications sa tel lite  sys tem  has  
been deve loped and  is in opera tio n, NASA a nd the Corpo rat ion  shou ld 
conti nue to coo rdinate th ei r R.  & D. pro jec ts dir ec ted  at develop ing 
new  and  advanced tech niqu es  in space com mu nications, which mig ht 
even tual ly  he inco rporate d into the  new sys tem . I would stress  in 
th is connect ion th at  the research and dev elo pm ent necessary for the  
immedia te impro vem ent  of the  system so as to ma ke it  more efficient 
an d economical, as co nt ra ste d with long-ra nge  impro vem ent  through  
the  dev elopm ent  of adva nced  techniqu es,  will be the resp ons ibil ity 
prima rily of the new Co rporati on . How ever , NAS A might also ass ist 
the Corpo rat ion  in R. & D.  pro jec ts with these aim s, sub jec t to reim
bu rse me nt of NA SA’s costs  by the  Co rporati on . Fu rth er , NASA 
would con tinu e to con sul t wi th the  C orporat ion  on the  effect such  im
provem ents might hav e on the  technica l ch arac ter ist ics  of the  system.

NA SA’s thi rd functio n in relatio n to the  ac tiv iti es  of the  Co rpora
tion  will be to furn ish sa tel lit e launch ing  and ass oci ated serv ices , in
clu din g launch  vehicles, in con nec tion  w ith  t he  deve lop ment and oper
at ion of the  sys tem . We will have two  sepa ra te  resp ons ibil ities in 
thi s respec t, which  are  pre scr ibed by section s 201(b )(3 ) and  (b)(5) of 
H.R.  10115: Fir st,  to fur nis h vehic les and lau nchin g and tra ck ing 
services dur ing  t he  deve lop me nt phase of the syste m,  and, second, to 
furnis h them for the  op erat iona l system.

Th e only  dis tinction  be tween  these responsibili ties  would be th a t 
du rin g the  dev elopm ent  pha se NASA would  be req uir ed to furnish 
on ly such vehicles and  servic es as it conside red nec essary  to the  ex
ped itio us and economical develop ment of the  syste m. Thi s lim ita 
tio n is, of course , a pr ac tic al  necess ity.  The dema nd  on lau nchin g 
veh icles and launch  fac ilit ies  ava ilab le to  NASA is v ery gre at,  and  we 
mu st be able to balanc e th e req uir em ents of th e spa ce com mu nicatio ns 
prog ram against those of o th er  programs which are  of eq ual  im portance 
in NA SA’s and  the  N at io n’s ove rall  s cien tific  e ffor t. It  would no t be 
des irable , therefore, to  requ ire  NASA to furn ish  lau nch vehicles and 
facilit ies  for a sate llit e which , in the  jud gm ent of N ASA’s own scie nti sts
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and technicians, would not c ontr ibute to the expeditious and economi
cal development of the operat ing system. However, in connection 
with the  operat ional system, it will be mandatory on NASA to furnish 
all the launching and associated services required for the establish
ment, operation, or maintenance of the approved system, and we 
would expect to fulfill this responsibility.

This is an impor tant difference, Mr. Chairman, between the re
search and development launchings and the operational  launchings.

NASA’s final responsibility, and this is more in terms of an au thori
zation, will be to furnish othe r services to the Corporation, on a re
imbursable basis, and to the exten t we are capable of doing so. What 
is contemplated in this regard is tha t the Corporation may request 
NASA’s assistance for services other than launching and tracking, 
such as environmental testing of components, for example, or data  
analysis, when it does not have the facilities to perform them itself. 
To the extent feasible, NASA would furnish such services to the 
Corporation, on a reimbursable basis.

Here, again, Mr. Chairman, there is an analogy to the old National 
Advisory Committee for Aeronautics programs for using the research 
facilities in governmental installations to assist the commercial airline 
industry or other industries who may have had technical problems, 
such as were encountered with the Electra or other  types of ai rcraft 
tha t are in commercial service.

NASA would have only one other function under H.R. 10115. 
Under section 201(c)(3), we would advise the Secretary  of State  as 
to the technical feasibility of furnishing communications services by 
means of the satellite system to a pa rticular foreign point, before the 
Secretary rquested the FCC to consider whether a carrier should be 
required to furnish such services. This function is, of course, entirely 
consistent with NASA’s responsibility to advise the FCC on the 
technical characteristics of the system.

Quite aside from the specific responsibilities NASA would assume 
under H.R. 10115,1 should like now to comment on the significance of 
the President’s proposals. The bringing into being of a worldwide 
communications satellit e network should, it seems to me, he con
sidered in the light of recent developments growing out of World 
W ar II, when we developed the capability  for large-scale organized 
effort in science and technology. I know the President holds this 
view.

Since the end of the war, we have gone through a great national  
debate as to the peacetime application of the war and postwar lessons 
derived from the work of scientific and technological teams in atomic 
energy, in radar, in rocketry, and in many areas involving new metals, 
materials, and techniques. We have learned t ha t these developments 
have revolutionized the conceptual framework against which we must 
judge what is possible and what is impossible at the particular time.

In aviation, it took this Nation 45 years to move from the first flight 
of the Wright brothe rs to the modern, readily available jet air service 
which we know today . It  has taken bu t 4 years from the flight of the 
first manmade satellite to the point where we are actively considering, 
as a nation, partic ipating with other nations in three major innova
tions of vast potential which involve the establishment of worldwide 
services.
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I refer, of course, first to tlie use of the  meteorological satellite to 
vastly expand our worldwide reporting of weather phenomena; second, 
to the worldwide communications satellite operational system envis
aged by H.R. 10115; and third, to the possibility of expanding the use 
of navigational satellites into a worldwide system available to ships 
and planes th at travel the conventional oceans of water and air and, 
indeed, to extend it on to those new vehicles, spacecraft, which are 
required to sail the oceans of space.

The decisions made by the United States since World War II, 
which are embodied in the Atomic Energy Act of 1946, in the National  
Science Foundation Act of 1950, in the National Aeronautics and Space 
Act of 1958, and in the Arms Control and Disarmament Act of 1961, 
comprise a pattern through which this Nation is moving on, step by 
step, to work with other nations, using the tools and capabilities of 
science and technology for the benefit of all mankind. Any view of 
the Presiden t’s proposals in H.R. 10115 that does not recognize them 
as a par t of this continuing  patte rn has not caught the vision toward 
which the President reaches.

Before closing, 1 should like to speak briefly about the aspect of this 
legislation which has probably caused the greatest amount of discus
sion to date—namely, the question of ownership and control of the 
new Corporation to be created. I can assure the committee that when 
H.R. 10115 was being formulated within the executive branch, this 
question was given the most extensive and careful consideration. The 
decision was made by the President tha t a corporation in which in
vestment is open to wide participat ion would more readily att rac t 
the large amounts of capital required for the rapid development and 
establishment of the satellite communications system, and would be 
able to function effectively and efficiently in operating the system. 
He also felt that  this would best serve the broad public interest by 
avoiding the placing of control of the system in a small group of com
panies, with the possibility of domination by one of these.

The committee, I know, is familiar with the arguments which have 
been made concerning the practical advantages which might result 
from limiting ownership of stock in the Corporation to communica
tions common carriers. The arguments have merit; but  I suggest 
tha t the decision on the base of ownership involves broader issues of 
public policy than may be apparent from these arguments. To 
realize the full potential of a system of communications satellites will 
require the u tmost in advanced research and new operational concepts. 
Strong incentives to create these conditions are needed. However, 
the marrying of the know-how of industry with the requirements of a 
forward-looking governmental  policy requires something more from 
our investment in space t han  commercial ut ilization. It requires also 
tha t the instruments through which this marriage is made effective 
look to reinforcing and strengthening the to tal pattern of our relations 
with other peoples. Increasingly, these peoples look to us for leader
ship in bringing the practica l benefits of science and technology to 
them as well as to ourselves. The President, in viewing our total 
opportunities and responsibilities in space, has a strong feeling that a 
new, widely held private corporation, free from domination by any 
one element, can best work with the Government agencies and in
dustries involved to realize our opportunities and discharge our 
responsibilities. As the President stated  in recommending this legis-
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lation, the communications sa tellite system will be by its very nature 
a Government-created monopoly, and it would not be in the public 
interest to limit ownership and control of the Satellite Corporation to 
a few existing companies.

By way of illustration of this, Mr. Chairman, I was handed just 
before I left my office a report from the press wire dated this morning 
in Moscow stating that  Premier  Khrushchev has told President 
Kennedy that the Soviet Union is following up his suggestion for 
Soviet-American cooperation in the exploration of peaceful uses of 
outer space.

This Tass report said Mr. Khrushchev had told President  Kennedy 
tha t the Soviet representatives in the United Nations Outer Space 
Committee will be instructed to meet with American representatives 
to “discuss practical problems of cooperation.”

Premier Khrushchev made the statement in a message replying to 
President Kennedy’s March  7 note, suggesting that the United 
States  and Soviet Russia join in such ventures.

Mr. Khrushchev was quoted as saying: “I t is most desirous to 
work out and conclude an international agreement which would 
provide for rendering assistance in the search for the rescue of satellite 
spaceships and capsules in case of emergency landings.”

Further, Mr. Khrushchev expressed satisfaction tha t his February 21 
suggestion for such jo int space operations  “met necessary understand
ing on the part of the U.S. Government.” He further said tha t all 
nations should have equal opportunit ies and internat ional cooperation 
in the exploration of space, and tha t Soviet-American cooperation 
could help in using Ea rth  satellites for “superlong distance” com
munications—tha t “superlong distance” is in quota tions—in organiz
ing worldwide weather observation through satellites, in pooling 
operational means of observing and studying the Moon, Mars, anil 
other bodies in cosmic space, and studying the physics in inter 
planetary space and celestial bodies.

Mr. Chairman, I have been handed a note jus t as I came to the 
stand which is a confirmation, I think, from the State  Department of 
these matters  reported in the press report.

I should like to take just a brief moment to confirm that that  is 
so, because if there is additional information in the official message, I 
should like to call it to your attent ion. I might just read this. I 
have not read it myself, and I assume that  this is probabably the 
best thing to do.

The le tter from Premier Khrushchev' to President Kennedy covered 
cooperation in, first, communications satellites; second, meteorological 
satellites; third, organized optical and radio observations, under a 
joint program, at objects launched toward the Moon, Mars and 
other planets; fourth, pooling the efforts in the s tudy of space physics; 
fifth, cooperation in aid and rescue of spaceships; sixth, charting the 
Ea rth ’s magnetic field; seventh, exchange of information on space 
medicine; eighth, cooperation in solving legal problems in outer space; 
ninth, that no nation create obstacles for peaceful research in outer 
space.

Apparently, these proposals are tied to disarmament in some way 
that is not clearly spelled out in this note that I have. But there is a 
very interesting observation  in a report this morning from New York 
about regional international patte rns which I believe relates to this
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last sentence in this no te: That apparently Premier Khrushchev said 
that  the area of agreements would be limited unless we get together 
on disarmament.

Well, that is not exactly right, but  the phrase to which I refer was 
used by the Soviet representative yesterday in New York, and this 
is quoted from the “ United  Nations  Special Report” by Mr. Hamilton 
of the New York Times, and I quote:

The Soviet representa tive promised the  governmen t’s coopera tion regard ing the  
use of satellite s for relaying radio  and television messages bu t att ach ed the limi
tat ion  th at  this would be on the basis—
and this is a direct quotat ion from the Soviet representa tive— 
of in tern atio nal  agreem ents.

I am sorry I cannot clarify whether tha t is tied to regional develop
ments in disarmament or to regional developments with respect to 
space.

But, in the light of this  and the total requirement of the President 
for leadership in this field, 1 think it might be well to review very 
briefly the development of policy in the U.S. Government since 
President Kennedy took office.

First of all, I have already referred in my statem ent to the agreement 
of the 27th of February , 1961,  between the National Aeronautics and 
Space Adminis tration and the Federal Communications Commission, 
and I should like to very briefly mention several items from this 
agreement.

First,  the statement in the agreement is a mutua l recognition tha t 
future  Presidential or congressional actions may necessitate modifica
tions. So it was recognized in the beginning this was a fluid, develop
ing area of governmental  policy, and tha t both Congress and the 
President  had certain important roles to pay in the ultimate decision 
as to national policy.

The agreement was based on, first, the fact that  the present sta te of 
technology of communications satellites strongly suggests the feasi
bility of utilizing them to expand and improve existing facilities for 
worldwide communications services.

Second, tha t a substantial amount of further research and develop
ment is necessary to demonstrate both the technical and economic 
feasibility of utilizing such communications satellites on a commercial 
basis.

That, in accordance with traditional policy in the communications 
fields in this country, oversea public communications are provided by 
private enterprise, subject to Government regulation.

That, at the present time, oversea voice communications are pro
vided primarily by a single company; oversea record communica
tions are provided by several companies.

That the FCC and the National Aeronautics and Space Adminis
tration are concerned with the Nat ion’s total  communications capa
bility.

In tha t regard we have some responsibility to the Defense D epart
ment, Mr. Chairman, as you so well know, to see that  the common 
carrier networks have capabili ty to meet all of our needs as a nation.

That, from the points of view, respectively, of civil communica
tions policy and the commercial utilization of space technology, we 
must work together to perform these responsibilities.
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Tha t existing common carriers and others are interested  in partici
pating in the development of space telecommunications technology to 
expand and improve worldwide channels of communications through 
private  expenditures* and, lastly, tha t the congestion and technical 
limitations of the radio spectrum presently useful for worldwide com
munications are such that,  without  communications satellite tech
nology—and I think this is the meat of governmental policy—the 
spectrum probably canno t support the very substantia l increases in 
capaci ty necessary to satisfy new services.

Now, the text of the agreement based on those understandings 
and assumptions were:

First , tha t the earliest practical realization of a commercially 
operable communications  satellite system is a national  objective.

Second, that  the atta inm ent  of this  urgent national objective in the 
field of communications may be accomplished through concerted 
action of existing agencies of Government and private enterprise.

Again, I am skipping through these.
Another important provision of the agreement is a recognition tha t, 

in accordance with tradit ional policy of conducting international 
communications through private  enterprise, subject to Government 
regulation, private enterprise  should be encouraged to undertake and 
develop the utilization  of the satellite system, and that both NASA 
and the FCC will conduct their activities with a full exchange of 
information so as to accelerate necessary research and development 
and to coordinate governmental  actions in this regard.

That we will work together to advance space technology and its 
applications to the field of communications.

With appropriate  cooperation with other Government agencies, 
we will continue to direct our activities toward the development of 
a communications policy and the implementation and utilization 
of space technology.

And tha t the FCC will take into account the total Government 
needs for communications services in its action in this field.

That,  consistent with the policies of the Government as laid down 
by the Department of State,  that  we both will facilitate internationa l 
cooperative activit ies in the field of space telecommunications within 
the framework of this Nation’s internationa l operations and aims.

That is the first document, Mr. Chairman, coming in less than 2 
weeks from the time that I became the Administrato r of this agency.

The C hairman. I think it would be a good th ing to have the entire 
text of the agreement included in the record following your sta tem ent  
here today.

(The text of the agreement is as follows:)

M em orandum  of U n derst an d in g  B e t w e e n  t h e  F ed era l  C o m m u n ic a tio n s

C om m is si o n  a nd  t h e  N ati onal A er o n a u tic s  an d  S pa ce A d m in is tr a tio n

The purpose of thi s memorandum is to provide a basis for coo rdin ating the  
activities of the  Nat ional Aeronautics and Space Administ ration and  the  Federal 
Comm unica tions  Commission in the appl icat ion of space techno logy to  civil 
communications in order  th at  the ir respectiv e sta tut ory responsibilities may be 
carried ou t in th e national  i nteres t. It  is mutua lly  recognized th at  fut ure  pres i
dent ial or congress ional actions may necessi tate some modificat ion of t his  mem
orandum.

82059— 62 — pt.  2- ■18
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Following full and complete discussions of the  present situ atio n and future  
objec tives , certain conditions of fact  and  policy guidelines were agreed upon. 
Both NASA and the  FCC recognize as condi tions  of fact—

(1) that  the present st at e of the  technology of comm unica tion satel lites  
strongly suggests the  feas ibility of utilizing  such sate llites  to expand and 
improve existing facili ties for worldwide comm unications services;

(2) that  a substan tial  amoun t of fur the r research and development is 
necessary to demonst rate both the technical and economic feasibi lity of 
utilizing communication sate llites on a commercial basis;

(3) that  in accordance with traditiona l communications policy in this 
country , oversea public communications are provided by priv ate  enterprise, 
sub jec t to  Governm ent regulation, and th at  a t t he present t ime oversea voice 
communications are prov ided  primarily  by a single company and oversea 
record communications are provided by several  companies;

(4) that  the FCC and NASA are concerned with the  Nation ’s tota l com
munica tions capa bility from the point s of view, respectively, of civil com
munications policy and the commercial utilizatio n of space technology; and  
th at  existing common c arriers and others are int eres ted in p arti cipatin g in the  
development of space te lecommunications  technology to expand and improve 
worldwide channels of communication through  priv ate  expenditu res; and

(5) th at  the  conges tion and  technical limi tations of the radio spec trum 
presently  useful for worldwide communicat ions are such th at  with out  com
munication sate llite technology the  spec trum probably cann ot suppor t the  
very  subs tantial  increases in capacity  necessary to satisfy new services, such 
as transoceanic  TV and wideband  data transmission, or to satis fy the ant ici
pated  expansion of ord inary types of services.

On the  basis of the foregoing observations , both NASA and  the  FCC affirm 
the following proposi tions as guidelines for the  coordinated conduct of the ir 
respective activ ities :

(1) The earlies t prac ticable realization of a commercially operable com
munication satel lite system is a national objective.

(2) The att ain me nt of thi s urgent national  objec tive in the  field of com
munications  may be accomplished through concer ted action by existing 
agencies of Government and priv ate  enterprise .

(3) The sta tutory  au thor ity  of NASA and the FCC appe ars adequate  to 
enable each agency to proceed exped itously  with  the  research and develop
ment activ ities  necessary to  achieve  a commerc ially operable communication 
satelli te system. Special problem s which may arise in connec tion with  the  
regula tion of a commerc ially operable system are being explored by both 
agencies, and may result  in legislative recom mendations  at a late r date.

(4) In accordance  with the  trad itional  policy of conducting  internatio nal 
communicat ions services thro ugh  priv ate enterpris e sub ject to governmental 
regulation, priv ate ente rprise should be encouraged to undertake develop
men t and utiliza tion of sate llite  systems for public communica tion services.

(5) Both NASA and the  FCC will conduct their respec tive activi ties with 
a full exchange of information so as to accele rate necessary research and 
development and to coordinate governmental actions necessary to att ain  the 
nat ional objective.

(6) NASA in app rop ria te cooperation with  oth er Government agencies, 
will continue to direc t its act ivit ies in this field to ward the  advancement of 
space  technology and its appl icat ion to civil c ommunications.

(7) The FCC, in approp ria te cooperation with other Government agencies, 
will continue to direc t its activities in this field toward the  development  of 
communications policy and  the implemen tation and  util izat ion of space 
telecommunications technology through  the licensing and  regula tion of U.S. 
common carriers. In this connect ion, the  FCC  will tak e into  account the 
tota l Government needs for comm unication services where such needs nor
mally are provided by privat ely  owned facilities.

(8) Both NASA and the  FCC , consisten t with the policies of the Depar t
ment of State, will f acil itate internatio nal  cooperative act ivit ies in the  field 
of space telecommunications within the framework of this Nation ’s inter 
nat ional obligations a nd aims.

(9) Existing  intera gency organizations and procedures for coordinat ion will 
be employed with respect to the allocat ion and assignment of frequencies
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necessary to supp ort both the  research and development and  the  opera tional 
phases of a civil c omm unication  satel lite system.

N a tio n a l  Ae r o n a u t ic s  an d  S pa ce  
A d m in is tr a tio n ,

H ugh L. D r y d e n ,
Deputy Adminis trator.

By direc tion of the Comm ission:
F e d er a l  C o m m u n ic a tio n s  C o m m is si o n , 
F r e d er ic k  W. F o r d , C h a ir m a n .

F e b r u a r y  27, 1961.
'Pile Chairman. While we are doing so, 1 think it would be a good 

thing to have in the record the recommendations of the ad hoc 
committee.

Mr. Webb. I will be glad to furnish this to the reporter, Mr. 
Chairman.

The Chairman. I do not know how long the report of the ad hoc 
committee  is. We will see if it is appropriate to include it in full, 
but, if not, we will do so by reference. But, also, I think it would 
be advisable to include in the record following that  the statement of 
the President on Ju ly 24th.

Mr. Webb. I was going to refer to tha t next, Mr. Chairman, and 
I will supply tha t for the record, if you wish.

The Chairman. Yes, I  think we should have that in the record.
(The recommendations of the ad hoc committee and the statem ent 

of the President of July 24, 1961, follow:)
A d H oc C a r r ie r  C o m m it t ee ,

October 13, 1961.
Re: Docket No. 14024.
Mr. B en  F. W a p l e ,
Acting Secretary, Federal Communications Commission,
Washington, D.C.

D ea r  S i r : The Ad Hoc Carrier Committee , consis ting of represen tatives of 
the  inte rna tion al communications common carriers , herewith  subm its its Re port 
to the Commission looking toward the formulation of a pla n of organiza tion or 
joint venture  to establish  a commercially  operable communicat ions satelli te 
system.

The Ad Hoc Carr ier Com mittee recommends in summ ary,  as follows:
1. Research, development and exper imental tria ls should be expedited  by 

Government and  ind ust ry and all resources drawn upon to establ ish the  best 
communications satelli te system at the  earlie st prac ticable time.

2. A nonprofit s ate llit e co rporation should be cre ated  to develop, con stru ct, 
opera te, manage and prom ote the  use of comm unications satell ites, for the 
United States interests therein, in accordance with the  public intere st ob
jectives specified in the  Pres iden t’s Sta tem ent  an d the  Commission’s Supple
mental Notice—the satel lite corp orat ion to have three directo rs app oin ted  
by the  Pres iden t of the  United States or by whom soever he shall designate 
to make the  appointme nts,  two directors desig nated by each author ized par 
tici pan t in ownership of the satell ites, and a director  designated by the ca r
riers which do not  own but which may lease satel lite  facilities.

3. The United Sta tes carriers which are authorized by the  Commission to 
provide comm unications services via satel lites  should be allowed to pa rti ci
pate  in joint ownership of the satel lites  and to include thei r investm ents in 
their rat e bases for ratem aking purposes , so t hat  rates would continue to  be 
established as at  present under regula tion by t he  Commission.

4. Each Uni ted States carrier should be pe rmitte d t o e stabl ish and o perat e 
its own grou nd stations,  par tici pate in join t ownership of grou nd sta tio ns  
with oth er carr iers or rent capa city  in  o ther carr iers ’ ground stat ions, and to 
obtain equ itab le access to and  use of the  grou nd stat ions and  sate llite s, in 
accordance  with public inte res t objec tives set  forth in the  Sup plementa l 
Notice and  as authorized by the  Com mission .
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5. The Commission should , expeditiously, tak e such fur the r administ ra
tive action as may be necessary  and  proper in fur therance of the plan proposed 
herein.

The Committee  concludes in its Rep ort as follows:
“We believe th at  th is plan conforms to the  public inte res t crit eria  specified by 

the  Pres iden t and in the Commission’s Supplemental Notice. The policy of the  
Communicat ions Act has been to encourage progress through  a priv ate  enterprise 
communicat ions system u nder Government regula tion in the public intere st. The 
merits  of this approach have been  amply dem onst rated over the  years by the 
record  of achievement attain ed by our communicat ions indust ry in providing to 
the  public a high qual ity of service at  reasonable rates . This Report and the 
Car riers’ Responses to Paragraph  10 of the  Commiss ion’s Supp lemental Notice 
indicate  tha t there  will be adequ ate  financial supp ort to meet the  expected United  
States port ion of the capi tal requ irem ents  involved in the  proposed plan.”

The Committe e’s Report consists of 57 pages and is the  resu lt of extensive 
efforts by the  Committee since it was established pur sua nt to the  Commission’s 
Supplemental Notice of July  25, 1961.

Respec tfully submitted ,
A d H oc C a r r ie r  C o m m it t ee , 

By O m ar L. C r o o k , C h a ir m a n .

T h e  W h it e  H o u s e , J u l y  2 4 , 1 9 6 1 .

St a t e m e n t  of t h e  P r e s id e n t  on  C o m m u nic a tio n s  S a t e l l it e  P ol icy

Science and technology have progressed to such a degree th at  communication 
thro ugh  the  use of space sate llites  has become possible. Through this  country ’s 
leadership, this  competence should  be developed for global benef it at  t he earlies t 
prac ticable time.

To accomplish this  prac tica l objec tive,  increased resources must be devoted 
to the task and a coordinated  nat ional policy should guide the  use of those re
sources in the public interest. Consequently, on May 25, 1961, I asked the 
Congress for additional funds  to  accelerate the  use of space sate llite s for world
wide communications. Also, on June  15, I asked the  Vice Preside nt to have the 
Space Council make the necessary studies and policy recom mendations for the  
optim um development and operation of such system. This has been done. The 
prim ary guideline for the pre parat ion  of such recom mendations was th at  public 
inte rest  object ives be given the highes t prior ity.

I again invite all nations  to partic ipa te in a comm unication satell ites system, 
in the  intere st of world peace and closer brotherhood among peoples throughout  
the  world.

The presen t sta tus  of the comm unica tions  satel lite programs, both civil and 
mili tary , is t ha t of research and development. To da te, no arrangeme nts between 
the  Gov ernm ent and privat e ind ustry  contain any commitm ents  as to an opera
tional system.

A.  PO LIC Y  O F O W N E R S H IP  AN D O PER A TIO N

Priva te ownership and  operation of the  U.S. portion of t he  system is favored, 
prov ided  th at  such ownership and operation  meet the  following policy require
ments:

(1) New and expanded intern ationa l communicat ions services be made avai l
able at  t he  earlies t pract icable da te;

(2) Make the  system global in coverage so as to provide efficient communica
tion  service throughou t the  whole world as soon as techn ically  feasible, including 
service where individual port ions  of the  coverage are not  p rofitable;

(3) Provide opportun ities  for foreign par ticipation thro ugh  ownership or other
wise, in the communications satell ite  system;

(4) Nondiscrim inatory use of and equi table  access to the system by present 
and  future  authorized  comm unications carriers;

(5) Effective competition, such as competitive bidding, in the acquis ition of 
equ ipment used in the  system;

(6) Structure  of ownership or contro l which will assure maximum possible 
com pet ition;

(7) Full  compliance with  an tit ru st  legislation and  with the regu lato ry controls 
of the Gove rnment;
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(8) Development of an economical system, the benefits of which will be reflec ted 
in oversea communicat ion rates.

B.  POLICY OF GOVERNMENT RESPO NSIBILIT Y

In addition  to its regulatory  responsibilities , the  U.S. Governm ent will:
(1) Conduct and encourage resea rch and development to advance the  sta te  of 

the ar t and to give maximum assurance  of rapid and  cont inuous scientific and 
technological progress;

(2) Conduct  or ma intain  supervision of internatio nal  agreements and  nego
tiat ions;

(3) Contro l all launching of U.S. spacec raft;
(4) Make use of the  commercial  system for  general governmental purposes and 

establish  separa te c omm unication s sa tellit e systems when required to  meet unique  
Gov ernment needs which can not, in the  nationa l inte rest , be met  by the  com 
mercia l system;

(5) Assure the effective use of the radio frequency spectrum;
(6) Assure the  abi lity  to discontinue  the  electron ic funct ioning of sate llite s 

when required in  the inte res t of communica tion efficiency and effectiveness;
(7) Provide technica l assistance to newly develop ing countries  in order  to help 

at ta in  an effec tive global sys tem as soon as practica ble; and
(8) Examine with  oth er countries  the  most  constructive role for the United 

Nations,  including the  ITU,  in interna tion al space communications.

C. COORDINATION

I have asked the  full cooperatio n of all agencies of the  Government in the 
vigorous impleme ntat ion of the  policies s tat ed  herein. The National  Aeronaut ics 
and Space Council will p rovide contin uing policy coordination  and will also hav e 
responsibility  for recom mending to me any  actions needed  to achieve  full and  
pro mpt compliance with the  policy. With  the  guidel ines provided here, I am 
anxious  th at  development of this new technology to bring the  furth est  corner of 
the  globe within  reach by voice and visual communication, fairly  and  equitably 
available for use, proceed with  all possible prom ptness.

Mr. Webb. Now, following this first activ ity in President Kennedy’s 
administra tion in this field, work was done in the National Aero
nautics and Space Council by request of the President, led by the 
Vice President, to see how the various governmental agencies could 
contribute their know-how to establishing policy. I should like to 
refer very briefly to a few sections of the President’s statement of 
July  24, to show how they reinforce both the original agreement tha t 
was made between NASA and FCC and how they led on logically to 
the bill proposed by the President.

First of all, in the statement of the  President , he stated that—
Science and technology have progressed to such a degree th at  com munications 

thro ugh  the use of space satel lites  has become possible.

He mentioned tha t through this cou ntry ’s leadership this compe
tence should be developed for global benefit at the earliest practica l 
time.

Again, I am running  rapidly and skipping a lot, Mr. Chairman.
He stated tha t, to accomplish this practical  objective, increased 

resources must be devoted to the task, and a coordinated national 
policy should guide the  use of those resources in the public in terest .

He stated the primary guideline for the preparation of policy recom
mendations by the Space Council was tha t the public interes t objec
tives should be given the highest priority.

He went on to state  that, to date, no arrangement between the 
Government and private indust ry contains any commitments as to 
an operational system, and, therefore, policy should take into account 
tha t no commitments  had been made.
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He then stated  eight policies to be followed by the Government 
with respect to ownership and operation. These all emphasize tha t 
private ownership and operation of the U.S. portion of the system is 
favored; that the system should be global in coverage so as to provide 
efficient communications service throughout the whole world; and 
that the structure of ownership or control will assure maximum 
possible competition.

There were other important items, but these are the matters  which 
T think led on to the bill before you.

Now, he stated further , with respect to Government responsibility, 
over and above the question of ownership and operation, that , in 
addition to its regulato ry responsibilities, the U.S. Government would 
conduct and encourage research and development to advance the 
state of the a rt and give maximum assurance of rapid and continuous 
scientific and technological progress.

Second, conduct or maintain supervision of international  agreements 
and negotiations; control all launchings of U.S. spacecraft: make use 
of the commercial system for general governmental purposes, and 
establish separate communications facilities for military or other 
purposes only when they could not be handled through the commercial 
system; assure effective use of the radiofrequency spectrum; and a 
number of technical mat ters  such as ability to discontinue the elec
tronic function of satell ites, and this item:

Provide technica l assis tance  to newly developing countries in order to help 
at ta in  an effective global system as soon as pract icable.

And. on the subject of the coordination of the activities of the 
Federal Government, he had this final word to say:

I am anxious th at  deve lopm ent of this new technology to bring the  far the st 
corner of the globe with in reach by voice and visual communication, fairly  and  
equ itab ly available for use, proceed with all possible promptness.

Now, in implementation of those policies, the President agreed to 
eliminate a feature of the budget submitted by President Eisenhower 
which would have required the contr ibution of $10 million by a private 
company in anticipation of negot iations with respect to a role in the 
communications sate llite field.

It was felt by the President—and I may say I recommended this 
to him—that  this was such an important matter  we should not star t 
out negotiating as a government by saying that anybody who wants 
to negotiate with us should contribute  some $10 million to the work 
before we would begin the negotiations.

The President, further, on recommendation of Secretary McNamara 
and myself, ratified by the Vice President and the Space Council, put 
into his supplemental request for budget funds an item of $50 million 
to expedite the research and development in the communications 
satellit e field and to take  advantage of any opportunit ies that would 
be available for bringing in an operational system.

One of the reasons the Defense Department is extremely interested 
in this, and was willing to endorse this addition of $50 million to the 
budget, was the need they have for worldwide, effective communica
tions, in spite of a tmospheric and solar disturbances , and a need to 
expand the available facilities. They saw in these satellites an ability 
to communicate in out-of-the-way places on a commercial system 
where service is rendered—and they would pay for it, just as they
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do for any  other common carrier services—tha t would make military 
operations much more effective.

This does not preclude the activities the Defense Department is 
carrying on for its own mili tary communications satellite communica
tions system, a program called Advent.

Now, further, it seems to me that  we might very briefly show that  
the program recommended by the President in this communications 
satellite field is only one par t of a major effort being made bv the 
Government in the area of space to do the research and development 
work required to get the practical  benefits from these programs; to 
recognize tha t a satellite which flies continuously around the world 
does provide opportunities for working with other nations, for fur
nishing services which they need and which will be to our advantage, 
and the  beginning of a system tha t will reinforce all of our other foreign 
policy actions based on the policy of establishing a viable economic, 
social, and political system for a stable world.

This space ac tivity  on a very  broad front runs through the scientific 
study of the universe, and the forces of nature which we use on the 
surface of the earth. This study in space—the ability  to use rockets, 
to go out beyond the earth ’s a tmosphere and make measurements in 
areas where we heretofore have only been able to make multitudinous  
observations and synthesize the results—gives us the ability to under
stand additional increments of usability of many of the laws of nature 
on which our use of energy, our communications, and many, many 
facets of our organized society in the work! today are based.

So this particu lar aspect of the space program is one of leadership 
by the United States,  an active desire for participat ion by many other 
nations, and a desire on the part of the President and this Government 
to use all facets of the program, whether it be weather satellites— 
Government-operated weather system, since there is no private ly 
operated weather system; or a private ly owned and operated com
munications satellite system; or a semi-Government semiprivate 
navigational system, which, of course, will be required, because cer
tain parts  of the navigational system are really based on the military 
needs of this country, and the supplemental benefits to be derived by 
ships and airplanes in commercial service would be just an added 
facet to get the whole benefit from the system.

So I think it is w orth taking jus t this moment to point out that (his 
communications sa tellite system is only a part of an overall program.

Very briefly, as to the utilization of the funds provided by the 
President to do this job in communications satellites, proposals were 
competitively evaluated for the building of a research and develop
ment satellite called Relay.

The Radio Corp, of America was chosen to build this experimental 
sat ellite.

After tha t, the  American Telephone & Telegraph Co. came in and 
said they had capacity to contribute to an area of research and 
development tha t was beyond anyth ing envisaged in the Government 
program—the Relay program. On examination this proved to be true.

We made a contract, which was explained to this committee last 
year, with A.T. & T. through which they would spend their  own 
money in the development of the satellites and would reimburse the 
Government lor the launching services, and made agreements to make 
available to any corporation brought into being to establish and



620 COMMUNICATIONS SATELLITES

op era te the com mu nicatio ns sa tel lite  syste m the ben efit s of thi s re
sea rch  w ork.

Now, since Relay  and  T el star , the A .T. & T. sat ell ites, are rel ative ly 
low -al titu de  sate llites, th is lef t in a not very aggress ive stat e of de
velopme nt the high -al titude syn chrono us sat ell ite , to  fly at  22,300 
miles.

Th e Hughes Aircra ft Co. came in wi th  a pro posal  which was 
financed  out of the ad di tio na l $50 mill ion recom mended by  th e 
Pres ide nt,  to  build  a sa te lli te  calle d SynCom , which  will be experi
me ntall y flown abo ut the firs t of nex t year,  and wh ich  will give a 
grea t dea l of experience of value  to  the Ad vent pro gra m,  and  which 
will also sup plement in a ve ry  im po rta nt  way the wo rk wi th the se 
low -al titude satelli tes.

Syn com  will fly in an eq ua toria l o rb it a t some 22,300 miles abo ve the  
earth , and  will hav e the ad va ntag e of rem ain ing  in  appro xim ate ly the  
sam e pos ition over one  sp ot  on the sur fac e of the ea rth , there by  
eliminating many of the tra ck ing and  “la tch ing  on ” ai d releasing of 
sa tel lites  th at  can be held  for  o nly  a  few minutes  as th ey  move at low 
al tit ud es  from horizon to hor izon of the  gro und  sta tio ns .

Ju st  one  more very bri ef word with respec t to th e Pres iden t’s 
policies.

I th ink it is fair  to say th at he has recognized , in his policy st at e
ment th at  I have  read to you, and th at  NASA and the F CC  ha ve recog
nized,  in ou r w rit ten  agree me nt,  th at  many of the se m at te rs  can only 
be de termi ned through the leg isla tive process, bu t th at  the executive 
bra nch has  an im po rta nt  role.

Mo reo ver , the re is a jo in t role  to bring into bein g th e kind  of very 
im po rtan t practic al benefit s th at  can be der ived from  this area of 
researc h and technology.

In  th at  regard , I th ink th at  the proposals the Pres iden t has pu t 
forw ard are designed to crea te  a tho rough examina tion of all of the  
item s th at  may  be involve d in this, and  they  are  a ve ry  importa nt 
precedent  for pol icym akin g in thi s field.

I am sure you recognize in thi s la tt er  po int  th at  th is cuts across 
ma ny are as of legi slat ion,  th e meteorological sa telli te  being  in the 
W ea ther  Burea u for op era tio na l funds, and  the Na tio na l Aeronaut ics  
and  Space  Adminis tra tion research and  dev elopm ent  inv olv ing  pro b
lems  of t he  jur isd icti on of co ngressiona l co mm itte es,  as  well  as coopera 
tion  wi thi n the executive bran ch . The com mu nic ations sat ell ite  does 
the  same .

Th e Pres iden t has  asked th at the  closes t working rel ationship be 
evolved in the  executive bran ch , and  with the  indepe nd en t agen cy 
mo stly  involved,  the  FC C.  He  has  set  the  poli cy th at we will not  
dupli ca te each  ot he r’s reso urc es and facil ities,  bu t will e mp loy  th e r e
sources  of the  Gover nm ent  wh ere ver they  m ay  be.

And 1 th ink  this m ay  a ccou nt  for some of the seemin g s ca tte rin g of 
au th or ity in H.R.  101 i5.

1 believe th at  we are  mov ing  rap id ly  tow ard  a po in t when this  
sc at terin g will be con sol ida ted  in to  an ondrivi ng  effort in which we 
will all have  a be tte r view of wha t can be done .

Now, in conclusion, may  I sa y th at  the  enac tm en t of legisla tion  to 
ca rry ou t the Pres iden t’s rec om me ndati ons in thi s area  of sat ell ite  
comm unica tio ns  is a m at te r of ext rem e importance and urgency. 
Our  co un try has  a great op po rtun ity— and  a grea t stak e— in being
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the first to establish a commercial communications satellite system to 
serve the communications needs of the entire world. By achieving 
this, we will demonstrate  again to the world not only our technical 
capabilities, but that  the activ ities of the United States in space are, 
as the Congress declared in the National Aeronautics and Space 
Act they should be, truly devoted to peaceful purposes, for the benefit 
of all mankind.

The strongest  impetus which can be given at this time to the task 
of developing a system which is technically feasible as quickly as 
possible will be by creating the organization for gett ing the job done. 
The P resident’s recommendations provide a sound and comprehensive 
plan for such an organization, and I would urge the committee to take 
prompt and favorable action on them.

Thank you for the opportunity  to present these views.
The Chairman. Thank you, Mr. Webb, for a very fine statement 

to the committee, and a full explanation of this problem from virtually 
the inception to the present time and pointing up the importance of 
this vast  undertaking, as well as the imperative necessity tor a joint 
Government-private enterprise undertaking and cooperation to bring 
it about.

Mr. Springer?
Mr. Springer. You have made a far-reaching s tatement here, some 

of which I understood and 1 am sure there are parts I did not under
stand.

However, T wanted to be sure th at T was separating  and did under
stand what you were doing under this piece of legislation which has 
been introduced.

Are you talking about a corporation which is going to do more than  
the normal communications system that we would expect as a result 
of the necessities of international life?

Mr. Webb. Yes, sir; I believe I am, Mr. Springer.
I th ink the point here is tha t the normal way of expanding in terna 

tional communications is to serve the traffic lanes where there is a 
traffic load. Submarine cables, and other  types of communications, 
run primarily with the need for service.

The common carriers, of course, have the obligation to anticipate 
need and avoid having the industry and commerce of the world suffer 
by a lack of communications.

Therefore, the  development does not always run with the need. It 
frequently is based on an anticipation of a need.

Governmental policy is generally aimed at being cer tain that there 
is a common carrier service available so tha t any person will not 
suffer who wants to be  in trade and commerce by reason of not having 
access to ready means of communications.

Now here, the communications satellite  is not a submarine cable 
going from one point to another and then fanning out through  a 
distribution network. It is a vehicle that , by its very nature, must 
continue to trave l around and around the earth, that  can be used 
interm itten tly at any point on the surface of the earth, or between 
two points if it is a low-altitude satellite.

In the case of the high-altitude satellite, it is rela tively fixed just 
as a star  tha t is overhead at all times. You then can use it over 
about one-third of the surface of the  earth at all times.



622 COMMUNICATIONS SATELLITES

So we really are t alking here about the utilization of a tremendously 
new and powerful force for bringing new types of utilization of communications services in to play.

I think this is one reason the President has recommended th at he 
personally give direct supervision to this effort, so that the oppo rtu
nities that may be available, which we cannot foresee at this time, 
to this Nation will not be lost by our being frozen in a p attern  which 
is primarily aimed a t serving the commercial or economic needs tha t run with the present main-traveled routes of the world.

Mr. Springer. Let me ask you this: Would you say that presently 
the systems tha t are serving this country are not doing the job, are not anticipating needs?

Mr. Webb. I think they  are anticipating those needs which can be 
economically met, and in some cases the Government—I am not cer
tain of this factor in communications, but in general, Government 
policy is to grant  subsidies where needs are existent which the Govern
ment sets a high prior ity on, and where there is not enough normal commercial traffic to fill those needs.

So I would think there is an effort to anticipate those needs tha t can 
be economically handled on the systems, but not enough anticipation 
of the revolutionary capability of this new communications system.

You see, you must bear in mind that the cost of a circuit on a sub
marine cable under present technology is roughly 10 times the cost of 
such a circuit using communications satellite technology.

Now, the cost of using submarine cables is coming down, and these 
will at some point begin to meet. But, nevertheless, the cost per 
satellite-circuit is so much less that  types of problems not heretofore 
solvable within the economic feasibility of a communications network 
become solvable, such as feeding data  into a computer in New York 
or Chicago from a continent like Africa or South America and having the result go back.

These are the kinds of things that  can be done if the communica
tions satellite can be made to function effectively over a long period of time.

And, here again, is an economic problem. None of our very com
plex satellites—I say “none” but I mean—generally speaking, the 
life we have a t this moment is somewhere around 3, 4, or 5 months. 
To really provide strong  economic competition with existing tech
nology we have to have 1, 2, 3, 5 years of life. It  is this kind of 
development through research, plus bringing the operational system 
into being and perfecting it as you go along, tha t is anticipa ted in this effort.

Mr. Springer. Now, let me ask you this: Are you proposing to do this research?
Mr. Webb. In NASA?
Yes, sir. We will continue to have a research and development 

program, and the bill and my s tatem ent-----
Mr. Springer. I am talking about in communications now, in 

communications.
Mr. W ebb. Yes, sir, we do an active research job in communica

tions, because we must communicate with space probes out 20 million miles, like Pioneer V.
Mr. Springer. I am talking about this communications program 

which we have set up in this bill.
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Mr. Webb. Yes, sir. It is contempla ted that  the National Aero
nautics and Space Administration will continue to do active research 
and development on the technology involved in using communications 
satellites and the tie-in with communications satellite systems.

Mr. Springer. Did you not just say here a moment ago that you 
were letting  contracts for private corporations to do that  research?

Mr. Webb. Yes, sir; 92 percent of every dollar that we spend in 
our whole research program goes under contracts  to non-Government 
agencies.

Mr. Springer. Are you saying this, in essence, then:
That  these companies will not do this on their  own?
Mr. Webb. No, sir, I am not saying that . 1 am saying they will 

do research, too.
Mr. Springer. What did you say?
Mr. Webb. They will do research also.
Mr. Springer. In fact, they  are doing a grea t amount of research?
Mr. Webb. Yes, sir. I stated that A.T. & T. was doing a great 

deal of research building complete satellites, and that  we were flying 
them, and they were paying for the Government’s cost of flying them. 
There is a lot of research going on.

Mr. Springer. What I am trying to get, Mr. Webb-—and I sure 
am not getting it—is the delineation of where you are going to cut oft 
and private enterprise is going to star t.

Mr. Webb. Well. I think l ean help you a little hit with that.
In the whole area of advancing science and technology, it has 

been the policy of this Government to create advanced research tools 
that  were in anticipation ot anything  that indus try could justify 
economically.

In a field like aviat ion we have military requirements  which meant 
tha t following World War I, when we did not have a single plane 
made in the United State s that could do a job in a military way for 
this country, the National Advisory Committee for Aeronautics was 
created.

It  created the research tools that  served the military, the commercial 
airlines, and, indeed, all aviation in this country.

Now, this type of work is still going on in NASA and is the  same 
type of work that  we will do in this telecommunications field.

For instance, a full-scale wind tunnel tha t was built in 1929 im
proved the performance of every aircraft we flew in World War II.

Mr. Springer. Mr. Webb, I unders tand all that, but I do not 
think that is comparable. That is a national defense problem in 
which the Government has to do the work because it is solely involved 
in defense.

What I am t rying  to get a t here is t hat  actual ly all these communi
cations companies are asking you to do is to put the satellite up 
there, and they will operate the svstem. Is tha t not, in essence, what 
they will do—and they will do t-fie research?

Mr. Webb. No, sir, I do not think tha t is so. I th ink if you should 
ask them if they wish to support the research and development pro
gram carried on in NASA, they will say “Yes.”

Mr. Springer. Mr. Webb. I will support tha t, too, but I am talking 
about in the communications field. If you pin it down, I do not 
think they will say that  to you or me.

Mr. Webb. I think they will say it in the communications field.



624 COMMUNICATIONS SATELLITES

Mr. Springer. That  is no t my information. It  is my information that all they want you to do is to put  tha t up there and they will operate  this system free from any Government subsidy, and th at is, in effect, what you are doing. Now, I suppose you are probably going to do research in the field for the Defense Departmen t, and tha t is perfectly all right.
\\  hat  we are trying to do here is to relieve the Government of the  expense of having a communications system, but  tha t is, in effect, what you are doing when you say you are going to get into research, and you are going to do all this stuff which priva te enterprise is perfectly willing to do and to carry on a normal communications system.
I will say you are an honest witness. You certain ly give us a lot of potency here today which nobody before th is committee has ever dreamed about before.
Mr. Webb. Mr. Springer, the industry is not capable of doing the research that  we do. For instance, these boosters are very expensive, and the only way you really find out if equipment works is to send it on a rocket out and put it up and work it.
Now, we are doing this-----
Mr. Springer. We have no quarrel with you on the boosters. We think that is your job.
Mr. Webb. Yes.
Mr. Springer. But we think there is a delineation here where your business cuts off and communications takes on, and tha t is the part which we think private enterprise ought to be doing.
Now’, the way I am getting this from you today, the Government is going to have its foot in the door a lot bigger than I had ever dreamed it was before.
Mr. Webb. It will have to have a very important role here, sir, in my opinion.
Mr. Springer. It has an important  role put ting  it up there. It is not going to be up there unless you put it up there, that is for sure. But I didn’t understand that  it was necessary for you to be in the communications field, and tha t is, in essence, what you are talking.
1 am talking about p riva te; I am not talking about  the Government, the Army, the Navy, or the Armed Forces.
Anyway, I am glad—this $50 million that you have, you are doing research with it for what purpose? This is the first time I ever heard of this $50 million.
Mr. Webb. In the communications satellite  field.
Mr. Springer. What are you doing? Are you doing it in the booster field or in the communications field?
Mr. W ebb. Both. We have three programs of research.
The first one is with the  Relay satellite, completely financed by the U.S. Government. We have a contrac t with the Radio Corp, of America to manufacture this. We have arrangements with the 

major communications companies to use their ground systems to communicate with this satellite. It is designed to test the feasibility of intercontinental television, and of the life of the components as they fly in space. And we will have not only the components tha t we will use for communication, say, from here to England or here to France  or here to Brazil or here to Germany—they are the nations most actively cooperating—but also we will have a lot of measuring
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devices on this sate llite tha t will measure the flux, the  field, the rad ia
tion, and all of the other  factors of the environment through which 
this will fly. Now, all of tha t information will come back to us, will 
be analyzed.

It  will then go to the companies who are in the field, so tha t every 
company tha t has a need to know this information will have available 
all of it which is derived from the re lay program.

This is a service to all of industry, and is broader  than the re
search tha t one company would do and would utilize for its own 
purposes.

The second program that  I mentioned is the one with the  A.T. & T., 
where they said:

Your  Government program  of Relay does not give all the  inform ation  we 
think  is needed. It  does no t move fast enough. We would like to prepare a 
complete satell ite in accordance with wha t we think would be the  best plan for 
its use.

Now, bear in mind this will not provide all the measurements 
that the Government program would. Obviously, they want to get 
a prototype for an operationa l system.

But we looked a t this and agreed that  a great deal would be learned 
from the satellite they wished to send up, and tha t we might learn a 
grea t deal from working with this satellite, the coordination of the 
ground s tations with it,  the life of the components. They have some 
very novel ideas as to how to make the components’ life longer.

So we made a contract with them to fly the ir satellite. This means 
they will reimburse the Government.

Mr. Springer. Mr. Webb, tha t is all of my time. I did not get 
to ask all the questions.

Mr. Webb. I will be glad to meet with you privately and talk 
with you.

Mr. Springer. Thank you very kindly.
The C hairman. Mr. Rogers, you go ahead. I want to pursue 

what Mr. Springer asked as soon as you have finished, if you have 
some questions.

Mr. Rogers of Texas. I yield to you. You go ahead.
The Chairman. I would like to pursue this just a minute, Mr. 

Webb, because, unless I am entirely mistaken, I think understanding 
is lacking between you and Mr. Springer as to just  what the problem 
is and what it is th at  is being undertaken. I think I get the implica
tion of Mr. Springer’s questions and approach; and, if you do, why, 
I agree with him.

On the other  hand, I think I get what you are trying to convey, of 
which I  am not critical at all, but I have a feeling that  it is not alto 
gether what some of us might feel tha t you need.

Mr. Webb. Could I say one word there?
The Chairman. I think, to get it down to a simple thing, let me 

put it this way: I think what we should do here is, as Mr. Springer 
used the term, to delineate the problem. Now, I think what  Mr. 
Springer has in mind, and correctly so, is the field of communications, 
referred to as our commercial communications, and service to the 
public—is th at not right, Mr. Springer?

Mr. Springer. Tha t was the delineation I was trying to get as to 
where you ended and they took on.
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The Chairman. Now, if J gather  correctly, what you intend to 
convey is th at you go beyond that?

Mr. Webb. Yes.
The C hairman. Tn your research and development into the plane

tarium?
Mr. W ebb. Yes, sir.
“The Chairman. In other words, commercial efforts at this time, I 

assume, have no plan to go to the Moon?
Mr. W ebb. No, si r; not that  1 know’ of.
The C hairman. But you do?
Mr. W ebb. Yes, sir.
The Chairman. And, as I understood from your statement and 

your discussion, tha t is what you have in mind when you talk abou t 
the responsibility of your administra tion in the field of research and 
development with reference to communications?

Mr. Webb. And in order to get to the Moon, you must know a 
great deal more about  the ionosphere, which affects all communica
tions. You must know’ a great deal about the space environment and 
how* communications equipment can survive in tha t environment 
because we must be able to communicate outward to the Moon.

Now’, in the process of learning all of this-----
The C hairman. But we are still talking about your responsibility 

in the research and development field beyond communications for 
commercial purposes?

Mr. W ebb. Yes. Yes.
The C hairman. Is that  not true?
Mr. W ebb. Yes, sir; it is true.
Could I say one other thing about the law’ under which we operate?
The Chairman. Yes.
Mr. Webb. The law which created the National Aeronautics and 

Space Administration has a provision that we will actively drive 
ahead to get the applications of space science and technology into use 
so as to derive the benefits of all this research, and this is a part of the 
justification for our efforts at research in communications satellites.

The Chairman. Yes, I understand tha t, but what I was try ing to 
develop in my own mind for the record here is that  you, in my judg 
ment, are not endeavoring to convey that  you are  going beyond what 
your responsibility is in that field.

Mr. W ebb. May I give one other illustration?
The Chairman. Am I not right in that?
Mr. W ebb. We are  not going beyond the responsibility tha t is in 

the law that is put on us, but we do have a much broader program 
than just the commercial application of communications satellites.

The Chairman. Yes, of course, I know tha t.
That is what I am trying to get for the  record here, in order to see 

that everyone understands  just what you are trying  to explain to us.
For example, Mr. Webb, I marked what I will say to the gentle

man from Illinois, as we passed over it in your statement, page 3:
The term  “technical cha ract eris tics” includes such facto rs as the  number of 

avail able  channels in the sate llite  system.
To me, tha t raises a lot of questions which, it seems to me,.need to> 

be cleared up.
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Now, I know that for commercial purposes the Federal Communi
cations Commission is assigned certain channels of the spectrum in 
order that they may make allocations for that  purpose.

I know tha t the Federal Government has assigned certain of the 
spectrum to the Defense Departm ent for its needs, and we have been 
trying to find out for 5 years now just how much tha t is, and I do 
not think, with all due respect to them, that  they know themselves.

I doubt if you know in connection with the research and develop
ment program.

Mr. W ebb. We all want more than we can get, Mr. Chaiiman.
The Chairman. And my complaint has been that I th ink some have 

gotten more than they need and are using. We have been trying our 
best to find out how we can avoid continued waste of this resource.

But, as I understand it, you are trying to say here that you, your 
agency, is allocated certain channels or has the autho rity  to determine 
how those channels may be used.

Is that  true?
Mr. W ebb. No, sir.
What we are saying----- -
The Chairman. What do you mean bv this, then?
Mr. W ebb. What we mean by that,  and I would like to ask Mr. 

Stoller, if you do not mind, to say a few words on this, but I would 
like to say this:

This new technique of communications  satellites permits an expan
sion of the  spectrum in a radical new way and gives us many, many 
more channels than you had before.

The Chairman. I have seen that chart.
I saw it extended from where Mr. O’Brien is sitting over there 

nearlv  to the corner.
Mr. W ebb. Yes, sir.
Now, there is a question-----
The Chairman. And to the extent that they themselves did not 

know just how far it went, as new techniques are developed.
Mr. Webb. We are even using light now, you see.
The Chairman. You are familiar with that effort to extend?
Mr. W ebb. Yes, sir.
The Chairman. In this field?
Mr. Webb. Yes, sir.
The C hairman. And I assume that that is the problem that you 

are directing yourself to in the field of research and development on 
communications?

Mr. W ebb. No, sir.
I think the way I would state our function here is that  at any 

point in time the sta te of the art permits you to make an expansion 
of a certain amount.

Now, beyond tha t, the state  of the art does no t permit you to go.
We have the experts, due to all of our work in space, that  have a 

very good knowledge of what you really could put in a satellite and 
expect to use effectively.

Now, it is this kind of technical advice where you might say 10 
years from now we ought to be over here twice as far, but right now 
this is as far as you can expect to use this technology for communica
tions purposes.
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We have the men who know the most about tha t, I think, unless 
there are men in classified areas of the Department of Defense.

Now, maybe Mr. Stoller might want to amplify that . I think it is 
that kind of advice, not the regulatory thing.

The FCC will make a decision, and they will take into account our 
advice in making that decision.

The Chairman. And after  this technique has developed these new 
expansions or extended the program and it is then developed to the 
point that it can be utilized commercially or otherwise, and you turn 
it over to whoever uses it, then tha t ends, insofar as th at is concerned, 
your authority?

Mr. Webb. Except tha t we are continuing to try  to do research 
to find new and bette r ways.

The Chairman. Tha t is something else new?
Mr. Webb. Yes, sir.
The Chairman. I am talking about what you have already devel

oped and turned over for use.
Mr. Webb. I would jus t like to add one little point to that.
You can always improve the way you use something that  you have 

already developed to the point of use. So we are working in the area 
of how to improve the service tha t can be obtained from those things 
tha t have already gone into operational use.

The Chairman. Let us put it down to one simple layman’s under
standing.

Do you content tha t you have any authority  whatsoever to change or 
in any  way affect the  12 VHF channels being used in the commercial 
television field?

Mr. W ebb. No, sir; we have none.
The Chairman. That is just about as simply as I could state it.
Mr. Webb. Yes.
The Chairman. I think I understand, because the same principle 

would be applicable to any other field.
Mr. Webb. Could I give you one example which I think will be 

very simple. We work closely with the Atomic Energy Commission 
to develop atomic sources of power for use in space satellites,  not only 
for communications purposes, but for other purposes.

This is a very expensive type  of operation tha t no private industry 
could go into. It involves not only the development of the power 
itself, but how you shield the equipment in the satellite from the 
radiation in the reactor.

Now, this kind of research is the kind of thing we do, and as soon as 
we get results, we make them available to indus try so tha t industry 
always has a base of information, knowledge, research, on which it can 
move on to do the jobs of private  enterprise. So we are not in any 
sense taking over their  job.

We are providing a base on which many companies can reach into 
this body of knowledge and move right on with their  own work.

The Chairman. I go back to the written  precept tha t I believe is 
the reason for your organization, and tha t is, in the research and 
development stage of this important resource to make new technology 
available, when it is developed, for whatever use is best in the interests 
of our Government and the public.

Mr. W ebb. Yes, sir.
The Chairman. Jus t one final question on that.
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Then you do not have control over any of the available channels of 
the spectrum, except what you develop anew to be used in the expan
sion of the whole program?

Mr. Webb. Or as we may be assigned by the FCC.
The Chairman. Or as has been assigned?
Mr. Webb. Yes, sir.
The Chairman. Either  by the FCC or under interna tional  agree

ment?
Mr. Webb. Yes, sir; th at  is correct.
The Chairman. For purposes of your organization?
Mr. Webb. Your s tatement is correct.
Mr. Springer. Mr. Webb, have you read 10115?
Mr. Webb. Yes, sir.
Mr. Springer. You are familiar with it?
Mr. Webb. Yes, sir.
Mr. Springer. Do you say tha t bill goes beyond commercial 

communication?
Mr. Webb. Yes, sir.
Mr. Springer. Would you tell this committee how far tha t bill 

goes beyond commercial communication?
Mr. Webb. Mr. Springer, I have a marked copy somewhere. May 

I look here jus t a minute. If not, I will work from an unmarked copy. 
Yes, I  have i t right here.

I would like to sta rt, if I may, sir, on page 1, “Declaration of 
Policy and Purposes.”

The Chairman. Ju st a minute. We cannot use all the time of the 
next member.

My time is up, and I yielded to Mr. Springer for that  purpose, but 
if you are going to star t explaining the bill-----

Mr. Springer. Can we go over to page 8 to see where we are here?
The Chairman. For just  a moment. That is what he has reference 

to, your responsibility, which is on page 8.
Mr. Webb. Does he have a question on page 8, sir?
The C hairman. Yes. The question is: Does this bill go beyond— 

tha t is, referring to your program—beyond commercial communica
tions?

Mr. Webb. Now, when you come to the specific provisions for the 
National Aeronautics and Space Administration, the bill does not go 
beyond existing policy and practice. I thought you were speaking 
of the bill as a whole and the general policy and the President ’s role 
in creating an internationa l system. That was the purpose of my 
question. But with respect to the National Aeronautics and Space 
Administration, we will assist this new Corporation and so forth,  but 
this is a normal role that we play in all s imilar c ircumstances.

Mr. Springer. Th at is on a reimbursable basis, is it not, Mr. Webb?
Mr. Webb. Not  all of it. We assist the Corporation on the opera 

tional research, when requested, and on a reimbursable basis, but with 
respect to research beyond the operational phases, something they 
may want to use in future  years, we do th at with Government money 
as approved by Congress each year.

Mr. Springer. Now, you are not expecting to be reimbursed out  
of this Corporation beyond these items which are here as reimbursable?

Mr. Webb. Th at is right.
Mr. Springer. That is all, Mr. Chairman.

S20 59— 62— pt.  2------19
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The Chairman. Mr. Rogers?
Mr. Rogers of Texas. I had yielded my time to the chairman.
The Chairman. Mr. Younger?
Mr. Younger. Mr. Webb, I appreciate your sta tement very much. 

I hope that the clerk got it all down. It  will be a grea t test in the 
communications field that he is able to take everything down tha t you 
have said.

I am interested in this phase. If the President appoints the 
organizers and they organize the Corporation to sell the stock to the 
public, is there not an implication there on the par t of the Govern
ment tha t this is a good investment, and, if anything goes wrong, we 
will s tand back of it?

Mr. Webb. I am not the best witness on this subject, but  as one 
administra tor—only one out of many concerned with this—I would be 
glad to speak on this subject. It does seem to me there are many 
very complex questions of this nature that are involved in the estab 
lishment of this new kind of Corporation.

Now, I think the principle of dedication to using priva te enterprise 
for these services is an excellent one.

1 think the normal forms of corporate endeavor, such as we have in 
our large American corporations,  are in many areas proving less effec
tive in dealing with world economic and other conditions than they 
were in the past.

For instance, the hugest oil companies have trouble competing with 
a State monopoly such as Russia puts forward in the world petroleum 
business.

1 think there are certain very important new problems tha t we 
must tackle and find answers to. The one you have referred to is one 
that  must be addressed, because if there is the implication tha t the 
Government is, in a sense, going to guarantee a retu rn on this money, 
it seems to me that this creates  quite a different situat ion than if the 
Government is to participate up to a point, and then step aside.

These are questions, and this bill provides a machinery for working 
at those questions, I believe, rather than giving all of the answers 
that may be required in the future.

Mr. Y ounger. Well, Mr. McGhee of the State Department, in 
answering a direct question the other day, said that he would not 
recommend it as an investm ent. What is your  answer to that ques
tion?

Mr. W ebb. I think  it depends on the form of the Corporation  which 
is thrashed out on the basis of the framework provided under this bill, 
which is really a means of bringing the Corporation forward rathe r 
than the solution of all of such matte rs in connection with the Cor
poration.

I think tha t the biggest issue here is one tha t this committee will 
have more to do with than I will, namely, what will the customers pay 
for the service?

If this is to be a regulated  enterprise as we have had heretofore, 
with the decision made largely in an independent commission, working 
closely with this committee and a similar committee in the Senate, 
the question of the rate base used, which relates to the question of the 
charges made for the service, will be all important in determining the 
profitabi lity of the investment.

Now, that  is not covered in this bill.
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Jt is provided that the FCC will take certain actions that will relate 
to these matters. I think an investor would have to know the 
answers to these questions before determining or making such an 
investment.

I believe the President believes this framework will permit going 
forward with the Corporation so th at  those questions can be answered.

Mr. Younger. You are familiar with space. Do you think tha t 
there is any possibility of a corporation going into this new field being 
able to pay a dividend within 2, 3, 4, or 5 years, or in the foreseeable 
l'ut ure?

Mr. W ebb. Not if all of the Government’s investment in associated 
technologies is put into the rate  base.

Mr. Younger. That is right.
Mr. Webb. It could not possibly do it, in my opinion.
Mr. Younger. That is correct.
The Chairman. Will the gentleman permit an interrup tion for just 

a minute?
The committee is going to have to recess in a few minutes. Would 

it be satisfactory  to the members to come back, say, at 2 o’clock in 
order that, we may continue the  interrogation?

(Discussion off the record.)
T he Chairman. Y ou will be excused until 10 o’clock in the morning, 

but let us come back at 2:30, and we will proceed with the Communi
cations Workers of America.

(Whereupon, at 12:1.5 p.m., the hearing was adjourned, to recon
vene at 2:30 p.m., of the same day.)

A FT E R N O O N  SESSIO N

The Chairman. The committee will come to order.
This afternoon we have Mr. Joseph A. Beirne, president of the 

Communications Workers of America, AFL-CIO.
Mr. Beirne, we are very glad to have you with us this afternoon 

and have been looking forward to your presentation on th is important 
subject to the committee.

ou may proceed as you desire. I see you have some of your as
sociates with you. Would you like to identify them for the record?

STATEMENT OF JOSEPH A. BEIRNE, PRESIDENT. COMM UNICA
TIONS WORKERS OF AMERICA. AFL CIO ; ACCOMPANIED BY
JOHN  L. CRULL, VICE PRESIDENT AND JAMES J. CRONIN,
STAFF COUNSEL

Mr. Beirne. My name is Joseph A. Beirne, president of the  Com
munications Workers of America, AFLr-CIO.

Mv associates are Mr. John Crull, vice president of the Communi
cations Workers of America: and James Cronin, staff counsel of the 
Communications Workers of America.

I want to thank the chairman and o ther members of the committee 
for this opportuni ty to express, on behalf of the 380,000 communica
tions workers represented bv CWA, our views regarding the proposals 
concerning a communications satellite system. Specifically, our com
ments relate to II.R . 10115, the administ ration’s bill, introduced by 
Congressman Harris , chairman of this committee.
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CWA’s inte rest in this most impor tant ma tter  is basically twofold:
First, we view the establishment of a worldwide communications 

satellit e system, within the shortes t possible time, as a means whereby 
this country can exhibit to the world a t remendous scientific achieve
men t in the name of peace and brotherhood among and between 
peoples of all nations.

Second, CWA’s interest stems from our responsibility to the 
hundreds of thousands of communications workers whom we repre
sent,  and who are employed in every aspect of the communications 
ar t—including research and development, manufacturing, distribu
tion, construction, installation,  operation, and maintenance—in both 
the domestic and international fields and  in both the voice and non
voice phases of the communications industry.

Our members are employed throughout the Bell System, General 
System, A.C. & R. and RCA, and by many other smaller, ye t signifi
cant, independent communications companies. CWA members also 
work for Saskatchewan Government Telephones in Canada. CWA, 
therefore, deals with an industry tha t is both privately owned and 
publicly owned.

I  might explain, briefly, m y purpose in enumerating the careers of 
the communications workers represented by CWA. It  is simply to 
invite your attention to the fact tha t we know the capabilities of the 
companies, we know the technicians and the career employees of these 
companies are equipped to do the  necessary job—all t ha t is needed is 
to get on with the job.

In his July 24, 1961, policy statem ent on communications satellites, 
President Kennedy confirmed our view when he noted tha t science 
and technology have progressed to such a degree th at communication 
through the use of space satellites has become possible. This com
petence, he noted, should be developed at the earliest practicable 
time. NASA, the FCC, and many others likewise share this view.

The President’s policy statement favored private ownership and 
operation of the U.S. portion  of a worldwide communication system as 
consti tuting the most desirable and practical means of getting on 
with the job. CWA lends its support to this position 100 percent, 
and I so informed the President of the United States in a l etter  dated 
October 6, 1961, following the statement  of some 35 legislators sug
gesting Government ownership in this field.

This Nation’s industrial revolution was, and its continuous in
dustrial development and improvement is, based on private enterprise. 
We believe the private sector of our economy, having developed the 
greatest communication systems the world has known, and having 
demonstrated its ability to provide for the extension of the  existing 
systems by means of a communications satellite system, should be 
permitted to go ahead now, because it is geared for the job.

We recognize the desirabi lity and necessity for governmental 
regulation of private ly owned communication carriers. It  must be 
recognized, however, th at there is a great difference between a priva te 
industry regulated by the Government for the public interest, and 
and industry—or segment thereof—owned and controlled by the 
Government.

Not long ago CWA sponsored two independently conducted studies 
of privately owned and publicly owned communication companies 
relating to such mat ters  as ra tes charged, wages paid, existing condi-
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tions of employment, and service which the public received. The 
professors, who conducted these studies for us, found that the private ly 
owned, managed, and operated company renders bett er service to the 
public, provides superior wages and working conditions, and charges 
no greater rates than does the  publicly owned company.

An appreciation of existing communication systems and of the 
continuing research and development programs leaves no valid basis 
to doubt  or question the capabilities of priva te enterprise  in the field 
of space communications. After  all, a communications satellite 
system is really nothing more than  an extension and improvement of 
existing communication systems—basically different only in tha t it 
consists of microwave towers in the sky. We do not intend, of course, 
to minimize the operational complexities, as well as administrat ive 
and regulato ry problems, of such a different system.

While it is generally recognized tha t there is no justification or 
necessity to deviate  from the historical and traditiona l communications 
policy of the United Sta tes—t ha t Government-regulated, privately 
owned common carriers provide these supplemental facilities for 
internationa l communications service—there does appear to be some 
support for Government ownership of a communications satellite 
system.

There appears to be some concern that somehow or other our 
foreign policy gets involved in this mat ter.  I would simply make 
the observation that there has never been a single instance, to my 
knowledge, where the activit ies of the priva te communications com
panies have ever caused embarrassment to the United States  or its 
foreign policy.

1 say parenthetica lly that  the United States  is linked with Europe , 
and linked with the res t of the world r ight  now. Agreements h ave 
been reached between publicly owned companies on one side of the 
water and the privately owned companies on this side of the water, 
and, to the best of m y knowledge, never has there been any agree
men t tha t embarrassed the United States or in any way affected i ts 
foreign policy.

There seems to be some concern that the taxpayers must be pro
tected through Government  ownership and control because they have 
invested a great  deal of money in the building of rockets for the 
Government. I am confident the priva te companies have not  the 
slightest idea of capitalizing on this situat ion. They are perfectly 
willing to pay the cost of rocket ry required to boost communications 
satellites into orbit.  It  should be noted, too, tha t the money and 
ingenuity  that have gone into the building of the satellites have all 
been provided by the  privately owned carriers. A privately owned 
communications satelli te system would be a byproduct of the tax 
payers’ investment and would be good for th is country.

We should not  be ashamed of our priva te enterprise system.
It  is my belief th at  it is a selling point that is not used enough by 

Americans who travel around the world. There is no communica
tion system in the entire free world t ha t compares with ours in service 
to the public and cost to the public.

When we have before us something tha t has worked, as the p rivate 
companies in the communications industry have worked for over a 
hundred years, I think  it is late  in the day to sta rt tampering pliilo-
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sophically—or any other way—with that kind of a system which has 
been profitable to the public.

CWA agrees wholeheartedly with the administra tion’s objectives. 
We have noted, however, some disagreement about who should own 
the Communications Satellite Corporation, who should own the 
ground stations, and the degree and type of governmental  regulation 
desirable and necessary. I do not intend to delve into the technicali
ties of the corporate structure, capitalization and the like, but 1 do 
want to comment on these general areas of disagreement.

We believe that the public interest would best be served, and that 
the policy and purposes declared in H.R. 10115 would best be met, 
it ownership of a Communications Satellite Corporation be limited to 
the regulated common carriers which are directly responsible to the 
public for rendering service. It  is of paramount importance to con
sider carefully the relationship between ownership and responsibility 
for rendering service. They should not be divided between dividend- 
interested stockholders, on the one hand, and the communications 
carriers, on the other. The type of corporate structure required is 
one t ha t provides the greatest  degree of responsiveness to the public 
interest.

We appreciate and agree with the desire to preclude domination of 
the sate llite system by any one carrier. It is our hope, however, that 
after careful consideration of all relevant factors, adequate  regulation 
in the public interest will be provided for without hamstringing, 
through unnecessary capitalizat ion restrictions, or otherwise, the 
Corporation’s ability to get on with the job of research, development 
and establishment of an operational system. We are confident that 
everyone concerned in this matt er, including the President on down 
to the communications workers on the job, shares this same interest.

We believe the carriers should be permitted to construc t, own and 
operate the ground stations in keeping with the public interest, and in 
keeping with the policy that authorized users shall have nondiscrimina
tory access to the system and that  maximum competition be main
tained in the provision of equipment and services utilized by the 
system. If these ground sta tions would be owned by the Corporation 
and each of the present carriers would have to deal with this separate 
entity to take care of their oversea business, difficulties would arise 
as to types of services and kinds of service, and, in my judgment, this 
would adversely affect rates  and the public interest.

It would also be desirable in the public interest to provide authority  
for two or more carriers to join tly own and operate ground stations 
for authorized users as may be determined to be appropriate by the 
FCC. This would greatly benefit the small communications carriers 
because it would allow them to compete on a more equal basis with the 
large carriers. When a high-a ltitude communications satellite system 
becomes operative, there will not be the ne^d for the type of ground 
stations that  are required for a medium-altitude svstem, which are so 
highly complex and costlv. The smaller carriers will be able to finance 
the construction, operation and maintenance of the ground stations 
required for a high-altitude svstem.

Here, again, consideration must be accorded the relationship be
tween ownership and responsibility for rendering service to the public. 
It  is at these, transmitting and receiving ground stations that  the 
operating aspect of the satellite  system will be conducted as an
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integral part of the vast domestic communications networks, not 
unlike the present cable, radio, and microwave systems. Regulated 
carriers directly responsible to the public interest  are not now and 
should not be prohibited from controlling their own facilities.

Another factor to be considered in connection with ground station 
ownership is the mat ter of employee-employer relationship and labor- 
management relations. Just how many employees will be required 
at a ground station is difficult to estimate. Nevertheless, communi
cations workers will be required—probably a substantial number. 
Communications workers, on the whole, are career employees of the ir 
chosen employer. They do not jump around among the different 
carriers for employment. Moreover, they are dedicated to service in 
the public interest. Whatever carriers desire to own ground stations, 
whether individually or jointly, it is expected they will call upon thei r 
own employees for train ing prepara tory to assignment in connection 
with the satellite system. This will, of course, cause no disruption 
of existing employee-employer relationships. Moreover, it will cause 
no disruption of existing labor-management relations. The wages, 
hours, working conditions and other benefits acquired through the 
process of collective bargaining will not be jeopardized, rathe r they 
will continue to be improved as in the past in the same manner and 
between the same parties  with which the employees are accustomed.

It is our hope that the importance of achieving tlie objectives and 
purposes of the act is not lost sight of or hampered through duplica
tion of effort and a maze of unnecessary regulation and supervision. 
It must be made certain  in the public interest that the development 
and execution of an operating system do not become bottlenecked 
because of a breakdown in coordination of the various responsibilities 
within the Government. Completely adequate regulation of an oper
ating communications satelli te system could be provided by the FCC, 
as in the case of present operating systems. The FCC should he 
given whatever auth ority it does not now have, if any, to regulate 
such a system and company in the interest of the public.

In closing, I would like to make this observation:
It is possible for us to get our “first” in this peaceful area, where 

we would be cementing the brotherhood we talk so much about 
throughout the world. It would be something of ours that would 
capture the imagina tion of people. It  cannot harm or destroy any 
one. It can only bring us closer together by permitting us to com
municate b ette r and more quickly.

I urge, therefore, that  this committee and the Congress do wha t
ever is necessary, quickly, to give us a law establishing a priva tely 
owned company, owned by the private carriers, permitting them to 
own their own ground stations, and permitt ing the carriers to com
mence negotiations with foreign companies or governments, so tha t 
the c ircuits will soon be busy bringing people closer together.

Thank you.
The Chairman. Thank you very much, Mr. Beirne, for a very fine 

statement.
Mr. O’Brien?
Mr. O’Brie x. I would like to join the chairman in that  statement. 

I think it is a very succinct and a very intelligent s tatem ent.
I would like to ask this, Mr. Beirne. How many employees do the 

common carrie rs in the communications field have?
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Mr. Beirne . Totally?
Mr. O’Brien. Totally.
Mr. Beirne . About 850,000.
Mr. O’Brien. 850,000?
Mr. Beirne . Yes.
Mr. O’Brien. Are a substantia l number of those employees 

stockholders in those carriers to some degree?
Mr. Beirne. I would judge that a majority are stockholders. 

Whether a substantial majo rity is or not, I have never seen figures on 
tha t.

From my own experience, I know tha t our own members—and I am 
certain this would hold true  of the  management, which is also included 
in this figure of 850,000—own many shares of stock in their own 
companies.

Mr. O’Brien. Whether you own stock or do not own stock, is 
there a general feeling among the employees of these corporations 
that  they are an integral pa rt of the private enterprise system?

Mr. Beirne. Very definitely so. Tha t is why I am testifying.
Mr. O’Brien. I think you made t ha t very clear.
Now, one of the things that  crops up repeatedly in these hearings, 

when we get down to the bare  bones of the question as to the type of 
corporation, is this investment of $175 million by the taxpayers, 
presumably 30 or 40 million of them, in this field?

Do you not think tha t the American taxpayer, who has  invested 
this amount of money in that field, would get a quicker and greater 
across-the-board return from his money if we moved swiftly, efficiently, 
and effectively in th is field?

Mr. Beirne. To answer your question, I most certainly  do. But 
I sort of challenge the amou nt of money people have said has been 
invested  by the American taxpayer in the communications satellite 
system.

Now, the American taxpayer, I know, has invested a lot  of money 
in the B-70, which is now a m atte r of discussion befoie the Congress, 
and from the B-70 will come a lot of airplane companies who will 
build airplanes tha t will go faster and be safer, and the public gains.

We gain by the jet 707, which was ju st a milita ry plane for many 
years before it went into use in transporting the public.

This is my knowledge, tha t the Bell System has developed the 
Telstar  without a dime of taxpayers’ money—with out a dime. I 
think  facts will prove, as time goes on, tha t the higher star in outer 
space is going to be providing the bet ter service for the telephone, 
television, and tell-your-mother using public.

Mr. O’Brien. Unde r the proposal for the creation of the new 
Corporation, it has been suggested tha t perhaps there might be a 
million stockholders.

Now, if we assume tha t the Government does have $175 million in 
the field, which you challenge as to the amount, we would be barely 
scratching the surface of the taxpayers with a million stockholders 
in this new Corporation; is that not true?

Mr. Beirne. Well, the way I  would like to see a corporation set up  
is, as I said in my statement, to get all the recognized common carriers 
in this field to put  their money into a satellite corporation.

Now, when you do th at,  why, the A.T. & T. alone has over 2 million 
stockholders. So 2 million stockholders now own stock in this new
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Corporation because it is thei r money tha t is going into it. And you 
would add to tha t number the hundreds of thousands and millions 
who own stock in the General Telephone and the I.T.  & T . and the 
RCA and the A.C. & R. and any  of the other companies who want 
to come in and be a part of this new Corporation.

You would not have to go through the process of selling stock in a 
new corporation,  if you let the carriers set up their own holding 
corporation  and run it. The corporation would then be run by 
communications managements, rather  than some of the things that 
I have seen people proposing that  would bring the Department of 
State and the Department of Defense and the department of some
thing else in to run a company.

Thus, you would have communications management men operating 
a corporation  owned by people who wanted to invest their  money in 
that kind of an enterprise, supervising communications workers who 
know their  business, without a lot of Government interference.

I would ha te like the dickens to have the experience of my friend, 
Bill Dougherty, of the Le tter Carriers, who has to come and plead 
every year with the Congress of the United Sta tes for a raise for people 
who are paid an awfully low income for carrying the mail.

I would rather sit down with the management and bargain out 
wages and working conditions, because it seems to prove we do a lit tle 
bett er than when we have to bargain with the Congress.

Mr. O’Brien. I, of course, will accept fully your objection to the 
Government taking over this thing as a Government Corporation.

My concern is whether the so-called private corporation tha t has 
been proposed with these common carriers reduced to a negligible 
position is actually p rivate  enterprise as we know it.

Mr. Beirne. It  is not.
Th at is why I testify against the admin istrat ion’s proposal, against 

Senator Kefauver’s proposal, against my good friend “Manny” 
Celler’s proposal, and all the proposals that would tr y to set up some 
sort of a hybrid organization in the communications field. You see, 
when you have got  the best system in the world, and  i t works, and it 
has been working, when you get the low rates that we have in the 
United  States for this  wonderful service which our people are p rovid
ing, which the engineers and the initiative of people investing their 
money in private  enterprise  developed, then I say i t is late in the day 
for the Government to come in and say:

“Well, now, if we are going to put a microwave up in the sky rather  
than on land”—you see, all this is, is a continuation of what we now 
have. In 1946 or 1947 or thereabouts,  we ran the first microwave 
stations from Boston down to New York. By 1962 we have four sys
tems operating east and west, and you are able to see live TV from 
coast to coast through  the microwave system of the private ly owned 
telephone companies.

Now, if i t were possible, because of the ear th’s curvature, and if it  
were possible on a cost  basis to build platforms right  across the water  
to all parts of the world, rathe r than sinking a submarine cable, you 
could nave the microwaves continue rig ht across the  water.

Now, because that is costly and because now we have rocketry 
and because a wonderful new world has opened up in the las t 15 years, 
we now can put this up in the sky. Bu t i t is the same darn thing.
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Now, let the people put it up there and run it who have been in this 
business for 100 years.

Mr. O’Brien. Yes.
And the returns to the people tha t put their tax dollars in would 

eonie through new service?
Mr. Beirne. New service, cheaper service, and the cost tha t went 

into the rocket to shoot it up, why, when negotiations take place—■ 
you see, they are going on all the time. Our people are very much 
aware of the negotiations going on now for telephone service.

The last cable laid in the 1950’s is half-owned by England, a 
Government department, and it is half-owned by an American 
corporation, and rates are established, service is given, and i t is quick, 
it is efficient, and good. The same thing will happen.

England will want a piece of the circuits of a satellite; Russia will 
want some of the circuits of tha t satellite; and I think it would be a 
wonderful thing for our coun try to send a represen tative of private 
enterprise to sit down and negotiate  with the Russians on how many 
circuits they get in the new satellite system and let them pay for it.

And they will pay for the rocket tha t sends it up, too, because th at 
is par t of the cost.

Mr. O’Brien. Thank  you very much, Mr. Beirne.
Thank you, Mr. Chairman.
The Chairman. Mr. Younger?
Mr. Younger. Thank you, Mr. Chairman.
Mr. Beirne, I want to than k you very much for an excellent state

ment, one of the best statements tha t we have ever had on private 
industry.  You have added a lot of information in connection with 
this hearing. Can we interpret  your s tatement as having the backing 
of AFL-CIO?

Mr. Beirne . Well, sir, I never asked the AFL -CIO,  but I speak for 
the Communications Workers of the AFL-CIO, and until somebody 
takes an action against it, the Communications Workers, AFL-CIO, 
is being represented here, and tha t is the AFL-CIO.

Mr. Younger. Fine.
Mr. Beirne. I would say parenthetica lly, if they are not backing 

me, there is going to be quite a donnvbrook.
Mr. Y ounger. I just wanted to make sure that  the record is clear 

on that . I am 100 percent in accord with your statement you have 
made here. It would take very little time for this committee to sit 
down and mark up a bill of you r type. I am very much concerned 
about trying  to start anoth er corporation and selling stock, which 
everybody recognizes is very questionable as to whether it would pay 
a dividend in 2, 5, or 10 years.

And if the Government st art s out that way, people buying it would 
think tha t they had a Government guarantee on it. It  would be 
natura l to assume that,  while the system that you propose with all 
of the communication systems, the stockholders would benefit, if 
there was any benefit, but they are not risking their entire investment 
in the one basket.

They h ave all of the other business of the communication systems 
which can supply them some protection, and T am strong, very strong, 
for the system which you propose.

Thank you, Mr. Chairman.
The C hairman. Mr. Hemphill?
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Mr. Hemphill. Thank you, Mr. Chairman.
1 want to join the others in thanking  you for coming here and for 

one of the finest statem ents I have heard and for the clarity of your 
statement. There are one or two thing I would like to discuss with 
you.

On page 2 you made the statement, with which I thoroughly concur, 
about the fifth or sixth line down:

All th at  is needed is to  get  on with the  job.
I have had the feeling that  the interference by these ambitious 

Government departm ents such as the Depa rtment of State—and 1 
am afraid NASA this morning exhibited some ambition—is really 
slowing down the legislation, which is slowing down the accomplish
ment. Do you have tha t feeling?

Mr. Beirne. I certainly do, and I get the shock when thinking 
about the possibilities of Russia being able to beat us. They have 
the rockets to send up a satellite, if they have the engineers to develop 
the satellite. Here we are sitting  with the know-how, with all the 
experiments of Echo that has been going around this world of ours 
for a couple of years now, with the best brains in this field saying to 
the Government of the United States: “We are ready to put up a 
system, if you will give us the green light.”

To me, if only you amended, if it is needed, the present law of the 
ECU to give them the regulatory power, if new legislation is needed, 
then these companies could get on with the business.

I get a shocked feeling that someone else can beat us when we are 
right here standing and debating  what kind of a company it is t hat  
should run a communications system, when the obvious answer is it 
should be I In* communications companies, because they know the 
business.

Mr. Hemphill. 1 certain ly agree with you.
Now, I notice you commented on the fact that when the President 

made his statement of policy last year, that  you supported the position 
of private ownership 100 percent.

Mr. Beirne. Right.
Mr. Hemphill. And wrote a lette r stating tha t you did. Now it 

was my conception at that time tha t all tha t was needed was the 
authorization to a communications company to go ahead, and they 
would, in turn, pay the U.S. Government whatever i t cost to put the 
satellite in orbit. Was that  the picture tha t you saw at tha t time?

Mr. Beirne. That is correct.
Mr. Hemphill. And at that time I had no idea that the State 

Department would want to get its finger in the pie or NASA or any
body else, because it  seems so simple.

I feel that  the $175 million figure is thrown out as propaganda, 
because if $175 million has been spent, it has been spent, whatever 
has been spent, for defense purposes and not particularly for this 
communications satellite. I think that is just  propaganda.

The thought occurred to me that  if $175 million has been spent, 
that  part of tha t $175 million came from the taxpayers known as the 
Communications Workers of America and the companies for which 
they work.

1 just want to than k you again for a very fine statement abou t 
America, as fine as any I have heard.
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Mr. Beirne. Than k you, sir.
The C hairman. Mr. Nelsen?
Mr. Nelsen. I wish to join with my colleagues in complimenting 

the gentleman’s fine statement.
Many of us who are of the opinion th at our free enterprise system 

has been the foundation on which America has been built and the same 
foundation tha t will insure its future  are really encouraged by the 
statem ent which you have presented today, one of the best, if not the 
best, in this entire hearing, as far as I am personally concerned, and 
I want to join my colleagues in thanking you for taking the time to 
appear here.

1 know you have had to wait a long time to get aboard, but  we are  
happy tha t the occasion did finally arrive, and we congratulate  you 
and thank you for your statement.

Mr. Beirne. Thank you.
The Chairman. Mr. Kornegay?
Mr. Kornegay. Mr. Beirne, I, too, would like to join my colleagues 

in thanking you for your very fine statement , not only your prepared 
statement, but your additional remarks which were most impressive. 
They are straightforward in content, and I thank you for the aggres
sive att itude you have about  get ting on with the job.

There is jus t one question 1 would like to  ask you and tha t is the 
point tha t has been raised tha t in the absence of a broad, voting stock  
issue, there would be some danger tha t one particu lar company or a 
particular company might dominate the Corporation.

To counteract tha t, it has been proposed t ha t no carrier could have 
more than two members on the Board of Directors of the  new Cor
poration.

Is it  your thinking tha t tha t would be a sufficient safeguard agains t 
domination by any one single carrier of the Corporation?

Mr. Beirne. The answer to your question is “Yes.” Anybody 
who has ever served on any boards of directors knows tha t when you 
have 16 to 19 men on a board of directors and a big investor has bu t 2 
members, tha t those 2 members usually do no t dominate the other 15.

You get some prett y strongheaded people who go on a board of 
directors of any company, and particularly  a communications com
pany.

But this fear of domination always intrigues me. I mean the domi
nation of the A.T. & T. I do not think there is a man in the coun try 
that  has had more fights with the A.T. & T. than I have had, and I 
do not think there has been more sacrifices than by the members of my 
union when we have been required in the past  to go on strike, and if 
the time should ever come in the future when they feel as though they 
must, they will, and they  will fight the A.T. & T.

Tha t seems to be the one that  people fear will dominate.
Now, if tha t is t rue, then why is the A.C. & R., whose employees 

we also represent, which is a small interna tional  communications 
carrier right now, why are they in favor of the same thing tha t the 
big giant is in favor of?

Do they welcome the domination?
I don’t think so. I think  they are in business to make money for 

the I.T. & T. and for the stockholders of I.T. & T., and I think they  
are ready to take thei r chances, because domination is n ot evil, in 
and of itself.
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Mr. Kornegay. I agree.
Mr. Beirne. If the domination is by someone who has the tech

nique, the tools, the equipment, the know-how, the skill, and the 
adventuresomeness to take risks, I do not see anything wrong with 
being dominated by something good.

I think most of us prefer to be dominated by God. Some may 
argue tha t God is bad, but  I ’ll stay with Him.

Mr. Kornegay. You have spoken precisely my sentiments on the 
matt er.

The point has been raised, and I  have asked the question of several 
witnesses, some of whom are very well-known, national figures, and 
they have taken the othe r side of the  proposition, but I am frank to 
say none of them has made it as clear and as convincing as you have, 
sir; and I  apprecia te very much your fine sta teme nt, and I  than k you 
again for being with us today.

Mr. Beirne . Thank you, sir.
The Chairman. Mr. Thomson?
Mr. Thomson. Tha nk you, Mr. Chairman.
Mr. Beirne, I wish more of the executive branch of the  Government 

could be here to hear  your philosophy, but I am cer tain they will read 
with great interest your statement.

I want your view on a question raised by the Attorney General.
He appeared recent ly before the committee  and said tha t he was 

fearful tha t there would be a conflict of interest between the Space 
Satellite Corporat ion and the existing carriers because the existing 
carriers would wan t to use the ir conventional methods of transmission 
to make dividends for their stockholders at the expense of th e rapid  
development of the  space satellite.

Now, do you have any fear t ha t tha t situat ion would develop, sir?
Mr. Beirne. N o; I have no fears along tha t line at all, because 

98 percent of all th e telephones in the entire world are now connected, 
and existing facilities, while maybe requiring a delay, can connect 
people right now.

A request was made about 2 years ago for the Congress of the 
United States to permit  the carriers in the international communica
tions to form a merged company for the purpose of laying a new cable, 
and the then Atto rney  General, and the Depar tment  of Justice,  ob
jected because there would be this monopoly, and there would be all 
these other horrib le things that people seem to be afraid of.

The result is what?
The result is that  England can sit down with Canada and they  will 

run a cable, and they will get the business. Then we will jus t be con
necting with them.

Now, with the expanding population, with these new emerging 
countries going to work on developing their own communicating sys
tem, with peoples of the world going to use these new facilities, there 
will be a g reat need, as they develop, for additional circuits.

The satellit e system is not going to provide circuits to run into 
infinity. There are just  so many known circuits that  will be in tha t 
microwave system. Similarly we had to pu t up four different systems 
across the United States because one would not carry it.

As the business develops, nobody is going to be foolish enough to lay 
a cable when they could use existing circuits, if there are any, in a 
satellite system. Nobody is going to do that.
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Th e men who manage bus ines s would no t long  be manag ing  it if 
they  wen t in for th at  silly stuf f.

Now, we cannot  hold back the  speed of thi s th ing because thi s is 
a wor ldwide tiling . Th e U.S.  companies,  regard less of which one it 
is, will requ ire so ma ny cir cu its  of thi s sys tem , and  England will 
want so many circui ts, and France  will wan t so many circ uits , and 
Russia will wan t so ma ny cir cu its , and the  Congo will wan t so ma ny 
cir cuits , and Japa n will wa nt so ma ny circui ts, and  China  will wan t 
so ma ny circu its.

Th ey  have  to sit down at  a big in ter na tio na l conclav e and they  
will parcel out the  whole thing , and 100 perce nt will pr et ty  well be 
used , and no com pany in th e Un ite d St ates  is going  to hold back the  
rest  of the  world.

I th ink the  fears  th at  peop le express are pre dic ate d on an ear ly 
da y in his tory in the  Un ite d St ates  w hen domestic ally , and all within  
ou r b orders , maybe  people could  gang  up financial ly and stop progress. 
But th at  day  is done.  Th is  is the  space age.

Colo nel Glenn  did go a roun d thi s w orld a couple  of times, you know. 
Th is is not pu tti ng  in the  la st  spike in Om aha  or  som eth ing  like th at .

Th e res t of the  world is in on this thing.  They are  not going to le t 
any U.S . com pany hold up  progress.

I do n’t know, I th ink you  get to the  bo ttom of the  barrel, when 
you wa nt  to obje ct to som eth ing , to have  to find reasons for o bjectin g 
to it.

Mr . T homson. Then you feel the re will be no confl ict of int ere st 
between the  Satel lite  Co rporati on  and exis ting  car rie rs?

Mr. Bei rn e. Def initely no t.
Let ’s tak e it anoth er  way . If  I make a call here  in Washington to 

London, 1 am going th roug h a U.S. com pan y. In  thi s case, I will 
be going through  the  Ch esa peake & Potom ac Tel eph one Co., of 
Wa sliington , D.C ., which will immedia tely  con nec t to the  circ uits  of 
A.T . & T . long lines, which will then go across the  cable or will go radio .

Who mak es th at  decision? An opera tor . She knows wha t circ uits  
are  open  and  wh at circuits  are not.

Now , here  comes the  spa ce satell ite . I make the  sam e telephone 
call. Th e same  peop le are  going to make a decision: Shall we send  
thi s up thr ough space or send it down through the  sub marine? I t 
does no t make any differen ce wha t com pany it is. When 1 make 
my  call from Wa shington , D.C ., from th at  point  on they  are making 
th at  deci sion , not me.

I am not  going to say : “ Pu t my call across the  sa tel lite . I ’d like 
to ta lk  up in ou ter  space .”

W ha t difference does it ma ke? I want to get to Londo n.
Mr. T homson . Well, the whole  his tor y of the  com mu nicatio ns 

indu str y has  been one of co ns tant , un in ter rupted  progres s, has  it not?
Mr . B ei rn e. Yes.
Mr . T homson. Usin g the newest me tho ds that could be conceived 

and  des igned and bui lt?
Mr . B eirn e. I thi nk  it has, and  1 th ink we hav e a com mu nicatio ns 

syste m in the  United  St ates  th at  we should be migh ty prou d of.
I ha te  l ike the  dickens to see us tam perin g with  wh at we should  be 

pro ud of.
Le t us con tinu e more  of th is so that  we will hav e some more arg u

me nts  to show the  Russian peop le and  the  Chin ese people and those
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who might  be conned in bv  to ta lit ar ian slavery, “Look, you can he 
free and still be way ah ea d. ”

Mr. T homson. Very good.
Tha nk  you  very muc h.
Th e C hairm an. Mr . Beirne, as I pointed out here tofo re, there are 

thr ee  ma jor  questions th a t have come in for a g rea t deal of d iscuss ion.
Tha t does not mean th at  those are  the  only issues involved,  bu t it 

seem s to me that those are  the three  th at  hav e gene rated  most of the 
diffe rences of  opin ion that , exist inso far as thes e h ear ings a re c oncerned .

One is, of course, the ownership  of the  stock in the  Corpo rat ion . 
Ev eryb od y agrees it sho uld  be und er pr iva te en terpri se,  profitm aking.

The second quest ion  is: Who should  own an d control  the  gro und 
sta tio ns?

There  are  some,  as yo u have ind ica ted , who believe th at  the  com
mon  carriers should own and  opera te the  gro und sta tions.  The FC C 
wa nts  i t to be flexible. Th ey  t hink  i t is nece ssa ry th at , because of the  
allo cat ion  of ce rta in  cha nnels , it will be necessary  in connect ion wi th 
the  use of it th at  whoev er owns the  sta tio ns  should be required to 
ob tain  a cer tifi cat e from the  FC C— an d the re is some meri t to th at— 
in ord er to hav e a harmonious,  coo rdinated  program.

Of course , the re are  those who th ink th at  the  Co rpo rat ion  should  
own the  ground  sta tio ns . You have made yo ur  posit ion very clea r 
to me with  the except ion of one thing.

Have you given an y tho ught as to wh eth er  or not the FC C sho uld  
hav e au thor ity  to gr an t cer tificates for the gro und sta tio ns?

Mr. B ei rn e. Well, 1 believe  the FC C has  now, but if it does no t, 
it should hav e, the  au thor ity  to look into the  ownersh ip of gro und 
sta tions .

I believe th at  tin ' common car rie r, one or  two of them who may  
wan t to get toge ther,  could , if th ey  wan t to, build  the gro und  stat ions , 
thre e if they wan t to. But that  is som eth ing  that the co rporati on s 
them selves will work  out  because in addit ion  to the ownership comes 
the questio n of serv ice.  Th at  has to be worked  out, only by the  
manag ement  of the com pany.

The  C hairman. Thus far, eve ryone concedes—so far  as thi s record  
is con cerned —th at  there should be a req uir em ent of law th at  ev er y
one  sh ould  have use of this f aci lity , a nd,  the refore , p rev ent  a monopoly 
in this  field, and  1 do not th ink  you would disagree  with th at , wou ld 
you?

Mr. B ei rne. I tho roughly agree with  th at .
The  C hairman . But  tin* poin t I raise is that  in order to ha ve  a 

ground  sta tio n th at  would tra nsmi t a sign al to the sa tel lite  or rece ive a 
signa l from the  sa tel lite , that would nec ess itat e the use of ce rta in  
chan nels , those cha nne ls mu st be ass ign ed;  the only way  they  can  be 
assigned for th at  purp ose is by the  Federal  Co mm unica tio ns  Co m
mission.

Now, would it be consi stent,  in yo ur  judg me nt,  for us to provide  
that  for one or  two or a half  dozen to pu t in a g round stat io n,  a  cer tifi 
cat e would be ob tai ned from the  FC C?

Mr. B eir ne . If I got yo ur  quest ion , Mr.  Ch airm an------
The C hairm an . The  que stio n is ve ry s.mple.
It is this : Ca n you put a ground  sta tio n where  you  wan t to,  a t any 

time  you want to, or do  you have to go to the  FCC, file an  appli ca tio n, 
and  get approv al to pu t in th at  gro und  sta tio n?
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Mr. Beirne. I would not  argue against that . There is only going 
to be the need for a couple of ground stations. We are not going to be 
building ground stations in every  city. You will not have to do that.

The Chairman. You will not have to do that , bu t you may have 
one company, if the thing is wide open, put  in a ground station here, 
and another two or three companies putting in a ground station here.

Mr. Beirne. Tha t is the kind of a thing-----
The Chairman. Or the Corporation is permit ted to put another 

one in over here.
The thing I am trying to find out-----
Mr. Beirne. Having the FCC approve applications for the build

ing of ground stations would not be in conflict with my views, no.
The Chairman. It  seems to me tha t it might be a good thing to 

consider.
Then the other major question here is ownership of stock. Your 

statement is very clear on your position. There is some difference of 
opinion on the subject, as you know.

The question tha t has been raised, I believe the  Attorney General 
raised the question, why not let the public have an opportunity  to 
own some of this stock if they want to, as with any other  speculation 
in the market.

On the  other hand, if only the common carriers, which the common 
carriers urge, are permitted to own stock up to a certain amount, in 
order for the average individual to get any stock in this Corporation 
he would have to go to the stock market and buy I.T. & T., or A.T. &T., 
or some other common carrier.

I wonder if there has been any consideration given to tha t aspect 
of it: to prevent some individua l who would like to have a certain 
stock in this Corporation from doing so, even though he might not 
want to put  i t in A.T. & T.

Mr. Beirne. I would make this observation:
The administration’s bill providing for this great wave of public 

ownership suggests stock at $1,000 a share. Well, I am somehow o r 
other identified with this gre at public that I  guess we are talking about, 
and I don’t know a single one in my circles who has $1,000 that they 
would invest in a new Corporation t hat  you know, without even being 
in the industry, you know that  tha t Corporation is not going to earn 
any dividends for, you name it, 3 years, 5 years, maybe 10 years.

And this great  public does not have $1,000 jus t to stick in something 
to get nothing back in retu rn and take a chance tha t they may not 
for years.

Tha t is not the public I  am identified with, and I think  I am pretty  
close to what we generally call this  public.

So there seems to be some conflict of viewpoint there as to what the 
public is capable of doing a t $1,000 a throw.

The Chairman. I would say I think tha t you have a point there, 
and I have had some feeling myself t hat  there is not g ing to be a 
great rush of the general public  to buy a lot  of the  stock at $1,000 a 
share.

On the other hand, you have observed, I am sure, tha t there has 
been the suggestion tha t it  might be reduced to $100. But I have a 
feeling tha t there are those who feel tha t this public we speak cf th at 
should have an opportunity to purchase some of this stock might be 
one of these hardware companies. If they are going to produce the
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hardware, why not  let them have an oppor tunity  to buy some of the  
stock, and in tha t way, give them a chance to buy some stock and 
then take  the ir chances through the  member or members of the Board 
of Directors, tha t might be considered the public members on the 
Board?

Mr. Beirne. My observation on tha t, Mr. Chairman, is t ha t the 
day the U.S. Government wants to go in the business of advising the 
citizens of the United State s that they ought to go buy stock in cor
porations which the Government will set up just so they can buy 
stock in it, I think the Government of the United States  is sort of 
taking on the responsibility of an investment adviser.

The Chairman. That is exactly the point.
Mr. Beirne. Yes.
The Chairman. That is the point tha t I think that the Attorney 

General made here, that he is trying to put  over, that if this were to 
develop tha t only the common carriers own it, tha t the Government 
or the Congress is saying that  if you want to have any right or op
portuni ty to par ticipa te in this new venture, you are going to have to 
go to one of the common carriers and buy stock in order to do so, and, 
by doing so, the Government is telling the people:

“You cannot participate in this unless you buy some of their stock 
on the market.”

That is exactly the poin t tha t they raise, which I think a lot of 
thought and consideration should be given.

Mr. Beirne. My views are pretty  crystal clear on it. I somehow or 
other cannot bring myself around to believe tha t the Government in 
this extension of present  international communicating systems should 
now be thinking of the profit-minded people who may  want to invest 
their moneys, but, rather, the Government of the United State s 
should be thinking of tha t which most in our industry  think about , the 
service features.

Now, setting up a corporation tha t will permit  the ownership of 
existing companies to duplicate, let us say, the General Telephone 
System of the United States, to duplicate, let us say, the  Inte rnat iona l 
Telephone & Telegraph system of the United States; to duplicate, 
let us say, the American Telephone & Telegraph system, here is one 
company, and they own a lot of o ther companies, and they all join 
together, and what is the advantage of that?

The service.
The Chairman. I do not know of anyone that has advocated that 

we put up duplicate systems except those who urge the Government 
ownership of the Corporation.

Mr. Beirne. What you do with this new Corporation, when you 
are thinking of the investor  and the profit angle, you are not thinking 
of the service. You are thinking of let ting people get in and invest  
their money so they can earn what? A dividend.

People invest in any corporation for what they can get out of it. 
They just do not want to put their money in and say:

“ I ’ll put $1,000 into this because I like space and this is kind of new 
and so I have an extra $1,000, I will stick it in this new Corporation , 
now that the Government has made it possible for me to buy stock 
in it. It  is not going to bring me back anything, but  I am jus t 
interested in space. I have just lost my senses. I have forgotten 
what mv dollar is for .”

82059— 62— pt. 2----- 20
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Th e Chairman. ou do not thi nk  they  should  be pe rm itted  to do 
th at ?

Mr . B eir ne . N o ; I do not think  the Congres s of the  United St ates  
should  set up anoth er Co rporati on  with  this idea th at  we are going 
to let the whole public g et in on this.  I think , ra th er , the  Congress of 
the  Uni ted  Sta tes  should  say:

“ We are inte res ted  in ge tti ng  this  bird up in the  air  fas t; we are 
int ere ste d in showing ou r skill s and  tal en ts to the  people of the  rest 
of the  world; we an* inter es ted  in giving serv ice;  we are  intere ste d in 
pul ling  the  world tog eth er by comm unica tions.”

And the best way  to do that  is to tell these peop le who have  been 
in the  business all their  lives:

“Go set up a corpo rat ion , put your  mon ey in there and  get the  
busin ess done with .”

1 hat is what I thi nk  the Congress of the  United  St ates  should tell  
the  American  people .

The ( ' hairman. on ce rta in ly  have  made your  posi tion very  clear, 
and  1 want to th an k von tor  it and than k you for your  tes tim ony 
here  on this  sub jec t.

Any furth er  questio ns?
Mr. K ornegav. Let me just say  a t thi s po in t: In othe r words, you  

see it as  a simple pro posit ion , Mr. Beirne, wh eth er or not we are  
going into the  com mu nic ations business or the  inv est me nt business?

Mr . Beirn e. Correct.
The C hairman. Tha nk  you  very much.
Mr. Bei rn e. Th an k you, sir.
The Chairm an. The comm ittee  will ad jou rn un til  10 o’clock in the 

morning.
(Whereu j)on , at 3:35 p.m ., the  hea ring  w as ad jou rned , to reconvene 

a t 10 a.m ., Th ursday , M arch  22, 1962.)
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H o u s e  o f  R e p r e s e n t a t iv e s ,
C o m m it t e e  on  I n t e r s t a t e  and  F o r e ig n  C o m m e r c e ,

Washington , I).C.
Th e com mittee m et,  pu rsua nt  to recess,  a t 10:10 a .m., in room 1334, 

New House Office Bu ild ing , Hon. Oren  Ha rri s (chairma n of the  com 
m itt ee ) pres iding .

Th e C hairman . The comm ittee will come to order.
Mr. Web b, the  Adm in is tra to r of the  Na tio na l Aer ona utic s and 

Space Ad mi nis tra tion, m ay  resume the  cha ir.
As the  com mittee  recesse d yeste rday , Mr.  Webb had conc luded iiis 

presen tat ion  and was bein g i nte rrogated  by m em bers o f the committee .
He rem inded us at  that  time that  he had to be with  anoth er com 

m itt ee  of the Congress at 11 o’clock, and  I m entio n th at  for the infor
mation  of the  m embers. So far as we can tell, he is a  very busy m an,  
so trv  and keep that  in mind .

Mr. O’Brien?
Mr. O’B rien . Mr.  Ch air man , I c ert ain ly  will keep  that  admo nit ion  

in mind.
Mr. W ebb . 1 first would like to co ng ratulat e you  and your  org ani

zat ion  for a tre me ndous job , and I am not  say ing  that  jus t for the  
sak e of ora tor y. I served  on the  orig inal  Space ( ’om mittee which 
wro te the bill erxuiting NASA,  and  I cannot  help but recall the atm os
phe re in which we fun ctio ned . We had  a 13-m ember com mit tee . I 
th ink  it was div ided  abou t as even ly political ly as it could be.

At tha t time , as 1 am sure you know, we were faced with  an urgency 
and a feeling of disma y because a to ta lit ar ian gov ern me nt was miles 
ahead of us at that  tim e, and 1 am very pleased to see only  4 years  
lat er,  tha t af te r that slow st ar t, that we are really pounding down the 
str etc h and have captur ed  the  imaginat ion  of the  American  peop le 
who 4 yea rs ago mig ht have been a litt le skep tical abo ut the  whole  
thing.

1 think  that  once aga in we have  th at  feeling of urgency  in this m at 
ter , but we do not have  the feeling of dismay. T recall  4 ye ars  ago, 
Mr. Webb , that  there was a g rea t deal  of emphasi s on the  fac t, or the  
claim, tha t we were beh ind because too ma ny of our youngster s were 
not ge ttin g ad eq ua te  scient ific tra ining  and  skill.

T felt the n, and 1 feel now, that that was som eth ing  of an alib i, 
th at  we did hav e the tools the n, but  we were  not using the m,  for 
wh ate ver  reasons there  might  be.

Today 1 feel th at  we have the  tools  to go ahe ad now, no n a tt e r 
what this  comm ittee  does.

I was impressed by you r stat em en t— I believe I am correc t th at  
in carvin g ou t wha teve r is done, that we have to hav e an execu tive 
and  legisla tive  pa rtn er sh ip  in thi s mat ter.

647
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STATEMENT OF JAMES E. WEBB, ADMINISTRATOR, NATIONA L
AERONAUTICS AND SPACE ADM INISTRATION , ACCOMPANIED
BY JOHN A. JOHN SON,  GENERAL COUNSEL, NASA, AND
MORTON J. STOLLER, DIRECTOR, OFFICE OF APP LICATIONS,
NASA—R es um ed

Mr. Webb. Yes.
Mr. O’Brien. I am convinced that this committee , like the original 

Space Committee, will face up to it in exactly those terms.
We did not at th at  time accept all of the recommendations of the 

executive, nor did we impose our will entirely.
I would like to ask you this question, first, Mr. Webb. Do you 

know how much the carriers have presently  invested in research and 
development in this communications satellite field?

Mr. Webb. No, sir.
Mr. O’Brien, those figures are not  available  to us.
Mr. O’Brien. Yes.
Mr. W ebb. I th ink it is fair to say tha t in all the work that m any of 

these companies do with the Defense Department, with other agencies 
of the Government than  the National Aeronautics and Space Admin
istrat ion—they  spend a good deal of money for research and develop
ment work going beyond which they do for the Government.

Mr. O’Brien. I have heard the figure $50 million. Would that  
be too high?

Mr. Webb. I think you should ask some people from the industry. 
I simply do not have those figures available.

Mr. O’Brien. Yes, but-----
Mr. Webb. They would be ve ry hard to get , Mr. O’Brien, because 

these companies do not really publish in detail where they spend 
their  research money. This is something of a trade secrecy area. 
They expect, if they are developing new things, to use them them
selves and they do no t advertise it until they get them, I think.

Mr. O’Brien. Yes.
That  figure would r o t startle you, however?
Mr. Webb. It  wool 1 surprise me if they have put  as much as $50 

million irPo research on this.
Now, if you add the costs tha t the A.T. & T. Co. is reimbursing 

the Government for the rockets to fly the experimental satellites, 
then I think the figure might be more realistic.

Mr. O’Brien. Yes.
Well, I think you said in your testimony yesterday tha t you were 

afiaid  tha t if the A.T. & T. and the o ther carriers controlled this new 
fiel I, operated it, that they might drag their heels because they would 
make so ne of th 'ir  existing facilities obsolete or unprofitable.

Was I correct in that?
Mr. Webb. No, sir, I did not say that . I think some other wit

nesses mav have testified along those lines.
Mr. O’Brien. Yes.
Mr. Webb. My testimony was tha t the President had considered 

all of the factors related to the building of a worldwide operational 
communications satellite system, and tha t he had proposed the form 
of organization represented in th's bill, H.R. 10115. I also expressed 
myself as believing there was much merit in the arguments on various
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sides of this question, and th at  it was a problem of legislative and 
executive cooperation to determine what was best  for the country.

Mr. O’Brien . Yes.
Mr. Webb. But I did not make the statement that the companies 

might drag their feet here.
Mr. O’Brien. I am glad to hear tha t because I do not think our 

experience indicates tha t they  have hesitated to scrap something 
profitable because it might be called obsolete.

They have moved ahead in this field.
I have jus t one final question-----
Mr. Webb. What is obsolete is a ma tter  of opinion, too, Mr. 

O’Brien. It  is very difficult to determine how you move in a rapidly 
developing technological field from what you have on into the 
unknown.

Mr. O’Brien. Yes.
I have one final question.
If this committee and the Congress were to turn this m atte r over to 

priva te industry in the fullest sense, with the proper regulation by 
the FCC and others, with full participation by the various agencies 
of Government because of the international  impact, do you, as the 
head of NASA, believe th at  we could move forward rapidly in this 
field under those conditions?

Mr. Webb. Yes, I think we could. You used the word “rapidly ”?
Mr. O’Brien. Yes.
Mr. Webb. I think  there  are several ways you can move forward 

rapidly, and I believe the indus try wants to move forward rapidly. 
I know the Government does. The President has proposed an urgent 
program.

So, when you say, could you move forward rapidly under those 
conditions, I  think we could.

Mr. O’Brien. Yes.
Well, that  is the point I wanted to make, because, as I  said in m y 

preliminary remarks, I think tha t we all on this committee, the Con
gress and the executive branch want to move forward rapidly.

There seems to be some difference of opinion as to the type of cor
poration,  and I wanted to make sure th at if we do come to the pr ivate  
enterprise in the fullest sense, t hat  we are not going to hurt the pro
gram.

We can move. And you would encourage t hat?
Mr. Webb. May I make one other comment.
There are some people who think you might move most rapidly 

if you had a chosen instrument, one company given the job. Now, 
a lot of other responsible people, including officials of the Government, 
do not believe that.

Mr. O’Brien. Yes. I agree.
I jus t wanted to make sure that, whichever way we move, we are 

going to get the job done. Tha t is the important thing. Than k you 
very much.

Thank you, Mr. Chairman.
The Chairman. Mr. Younger?
Mr. Younger. Mr. Webb, I am wondering whether this new man 

which the President has announced he is going to ask for under the 
reorganization program which he will send to the Congress, providing
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for a science and space individual in the executive branch, is going to 
have any appreciable effect on this program?

Mr. Webb. No, sir, 1 do not think it will.
rt seems to me, Mr. Younger, that  we have come to a recognition 

of two very large problems of government:
One is how the big operating agencies, such as the Department 

of Defense and others like the National Aeronautics and Space Ad
ministration proceed internally to get their work done as approved by 
(Congress.

Second, how these large operating agencies coordinate their pro
grams with those of other  agencies so as to do the most effective job 
for the Government.

Then you have the relation of those programs to the total program 
of the U.S. Government.

This la tter  point is the thing  that I think the President is concerned 
about in creating this establishment in the Executive Office.

You do know, I am sure, that  we have the National Aeronautics and 
Space Council, which operates under the chairmanship of the Vice 
President and advises the President in these fields. But the Space 
Council does not have specific responsibilities in relation to particular 
programs, such as the one before this committee, and 1 do not think 
it is intended that the proposed Office of Science and Technology 
will have either.

Mr. Younger. Is it your idea that if we have the Defense Depart
ment reorganization, that  and making a Secretary of Defense over all 
of it, concentrating the Army, Navy, Marines and Air Force activities 
in one branch, that then we need another man on top of him to see what 
he does?

Mr. W ebb. Well, you have one man on top of him. That  is the 
President. All of these other agencies simplv help the President.

Mr. Y ounger. I mean in between the President and the Secretary 
of Defense. Is tiffs new man on space to be in between the President 
and the Vice President, or what  is to be the function?

Mr. W ebb. No, sir; I do not think that will be his position. T 
think he will be in a position of looking at these programs as they 
operate throughout the Government, performing a function of coor
dination and advice for the President.

The actions will be taken by the President. 1 have never found anv 
difficulty, despite the arrangements made with the Vice President 
and with the Director of the Budget, in having direct contact with the 
President, either on the telephone or by asking for an appointment.

Mr. Younger. As the adviser to the President, which I think you 
are, on space matters----

Mr. W ebb. Yes, sir.
Mr. Younger (continuing). If we in the ('ongress decide to send 

in a bill that is a little different from the bill that the President has 
recommended, that you have recommended, and that  the Attorney 
General has recommended, would you recommend that it be approved, 
or would you recommend tha t it b« vetoed?

Mr. Webb. If it is a workable bill that  would enable us to move on 
to get the job done. I would certainly recommend that the President 
approve it. because I think this is an urgent program, and 1 think 
that  delavs in set ting up the framework by which the activ ity could be 
pushed ahead would be unfortuna te for the country.
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I think, also, tha t the legislative process is important as well as 
Executive recommendations to the Congress.

Mr. Younger. And a veto would only delay action; would it not?
Mr. Webb. I think it depends on the legislation.
Under some circumstances, it might not. But I am assuming tha t 

a workable plan will he approved by the Congress. Under those 
conditions, I certainly would not he one to recommend a veto.

Mr. Younger. Did vou-----
Mr. W ebb. Nor do I believe the President would want to veto it. 

I think he wants to move ahead.
Mr. Y  ounger. Did you hear the testimony yesterday of Mr. 

Beirne, or did you get an o pportun ity to read it?
Mr. Webb. Unfor tunate ly, I had to go to this other  meeting, sir, 

so I did not hear him.
Mr. Y OUNG ER . I would suggest tha t as soon as possible you get a 

copy of Mr. Beirne’s testimony of yes terday representing the AFL - 
CIO and read it, because I think it is one of the best pieces of testimony 
that this committee has had. That is all, Mr. Chairman.

Mr. Webb. All right, sir.
The Chairman. Mr. Hemphill?
Mr. H emphill. Thank you, Mr. Chairman.
I would like to direct your attention to page 4 of your written 

statem ent, sir, the third  line down. You start a sentence witlijtlie  
word “it ,” which reads, as follows:

I t  will  be es se nt ia l, we  be lie ve , for  NA SA  and th e  ne w C orp or at io n to  es ta bl ish 
a  c lose an d co nt in uo us  re la ti onsh ip  for  th e  pur po se  of det er m in in g t he  desig n an d 
te ch ni ca l c ha ra ct er is ti cs  of  th e  in it ia l sys tem , as wel l a s o f subs eq uen t mod ifi ca tio ns  
and im pr ov em en ts .

What sort of relationship has been had between NASA and 
AT.  & T. and the other carriers up to this time?

Mr. Webb. Well, of course, we have had a great deal of work 
going on between us.

First of all, there were discussions held during the previous admin
istration as to whether  it was appropria te, in considering the sta te 
ol the art—the ability  to use rockets to send up these relay stations 
and the ability of the stations to do useful work—many discussions 
were held as to whether  the time had come to move forward to an 
operational program.

Then a decision was made by the previous administra tion to seek 
competitive proposals for an experimental satellite called Relay. 
And many of these companies did submit proposals.

The Radio Corp, of America was selected, on the basis of those 
proposals, to cons truct the Relay satellite and do the experimental 
work necessary to perfect this particular  satellite. Then discussions 
were held with A.T. & T.  as to whether  they could add to the knowl
edge we would gain from the Relay experiments by spending the ir 
own money to construct another satellite  called Telstar . They 
wished to do this to such a degree t ha t they agreed to go ahead and 
build this sa tellite, and the Government agreed to launch it for them, 
at A.T. & T .’s expense.

Then discussions were held with the Hughes Aircraft Co. with 
respect to a high-al titude synchronous satellite.

So there have been many discussions with the various companies 
involved here, and the best judgment, I believe, of both Government
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and industry has been incorporated in the program tha t has moved 
forward. This program is aimed to provide the tools with which any 
entity would work.

Mr. H emphill. Perhaps you misunderstood my question.
My question was: Wha t has been the relationship between NASA 

and the private  corporations tha t NASA has dealt  with in the com
munications field up to this time?

Has it been good?
Mr. Webb. Yes, sir.
Mr. Hemphill. Have there been any serious flaws in it?
Mr. Webb. No, sir.
Mr. H emphill. Now, then, with tha t in mind, let us go back to 

July  24.
Mr. Webb. You understand, there have been differences of opinion 

about many of these matters?
Mr. H emphill. Yes, but-----
Mr. Webb. And a certain amount of jockeying for commercial 

advantage among th e companies, but it has been a good relationship 
that  has moved the whole program forward.

Mr. H emphill. And they have done the  job you asked them to do 
every time?

Mr. Webb. Yes, sir.
Mr. H emphill. Now, then, let us go back to July  24, 1961, when 

the President made the statement tha t he thought a pr ivate corpora
tion should do the  job.

You recollect that that statem ent was made?
Mr. Webb. Yes; I  do.
Mr. H emphill. As I understand it, at that time it was contem

plated tha t the private corporation, withou t interference from the 
Government, would pu t the satellite, would create the satellite and 
the system, and tha t NASA would put  the system into space and 
be reimbursed.

Was that the plan at  tha t t me?
Mr. Webb. I do not think it is quite accurate  to say tha t this was 

a simple relationship of the kind you describe. Actually, it is not a 
question of interference from the  Government.

None of these companies have the capacity  to fire off rockets or to 
actually control the dat a acquisition through the tracking networks 
necessary all around the world.

It  is a question of the Government needing to expand the base of 
usefulness of communications, needing it for defense as well as for 
other purposes, and pressing forward to see that research is done that  
permits a commercial operation.

Now, as the situat ion has developed since July 24, it has become 
pre tty  clear tha t only the Government could do the launching opera
tions.

I do not think th is was completely clear on July  24.
Mr. Hemphill. I think t ha t has been elementary all along that the 

Government would do the launching. But up until the time tha t the 
Sta te Depar tment  stepped into the picture, and later your agency 
apparently was dragged into this picture, and this dream of th is pe
culiar sort of corporation was dreamed up somewhere, it was contem
plated up until tha t time tha t either the pr ivate  carriers in association 
or in a group or else one cairier, private carrier, communications
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carrier, would be given the right to put  the  satellite into space; is t ha t 
right?

Mr. Webb. Firs t of all, there were some proposals tha t the launch
ings be done privately . These were under discussion in July.

Second, the Federal Communications Commission had the leading 
role in bringing the problems of a  regulated type of operation forward 
to maturity, and they were in the midst of holding hearings on this 
subject. They were considering various proposals, and the matters 
before them did re late largely to this question of whether the carriers 
themselves—that is, the present people in the  business—would organ
ize the Corporation to do the job , or whether it  would be a more widely 
held corporation with manufacturers, for instance, participating.

So the question of a corporation owned by more persons than just 
the people in the international communications business was actively 
under discussion at that time.

Mr. Hemphill. Did you not  know and did not everybody know 
that A.T. & T. was being considered to do the job, and tha t was really 
what was considered, in order to expedite the matt er?

Mr. Webb. The A.T. & T . was pressing very hard to be the chosen 
instrument of the Government in this field.

Mr. H emphill. Of course, what is bothering us here on this com
mittee—I am sure I speak for some of the members and certainly for 
myself—is not only the interference of the  Government , but the fact 
that by the Government coming into the picture, that there has been 
a delay, and tha t we are scared here tha t the Russians are going to 
beat us to it just because we are delaying while the  controversy rages 
as to whether or not the thing should be Government controlled or a 
priva te communications carrier, who has done the job, should be given 
the right  to do the job again as i t has done for the American people 
so often.

Th at is concerning me very much, as I listen to the witnesses here.
The reason I say that  is because everybody seems to want speed. 

Yesterday there was testim ony tha t the A.T. & T. is ready;  tha t you 
are not going to have to delay it by waiting to form some corporation, 
to designate the incorporators, to sell the stock.

Well, if A.T. & T. is ready, let us write the regulations into the 
FCC’s powers, if necessary, to control any possible monopoly, and 
let us get on with the thing.

Would you subscribe to that?
Mr. Webb. No, sir. I think tha t the President’s proposal, con

sidering the tota l national interes t of this country, would be a wiser 
method to pursue at this time.

Mr. Hemphill. Thank you very much, sir.
The Chairman. Mr. Kornegay?
Mr. Kornegay. Mr. Webb, my colleague, Mr. Jarman, has wel

comed you as a const ituent of his, I  believe, and I would also like to 
point out to the committee tha t you were born and raised and edu
cated in the Sta te of North Carolina and are, indeed, one of its finest 
and most noble sons.

I congratula te you on the magnificent job which you have done as 
head of the Space Administration.

I say to you we are cer tainly delighted to have  you with us today.
I have no questions to ask.
Mr. Webb. Tha nk you, sir.
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The Chadiman. Mr. Dominick?
Mr. D ominick. Thank you, Mr. Chairman.
The other day, Mr. Webb, the Attorney General, when he was here, 

kept referring to a figure of $175 million spent  by the taxpayers of 
the country in perfecting this communication satellite system. Where 
did he get that figure from do you know?

Mr. Webb. Tha t figure, I believe, comes from adding up the r ather 
specific amounts spent for research in the area of communication 
satellites.

Mr. Dominick. Since when?
Mr. Webb. Including the fiscal years 1961 and 1962 and the pro

posal for fiscal year 1963.
Mr. Johnson knows these figures. Is tha t not right?
Mr. Dominick, the figures include an estimate of the amount tha t 

was spent in fiscal year 1960. But the body of the figure is the 
research and development program, including the flight program, 
carried in our budget under the “Communication satellite” category 
for the fiscal years 1961, 1962, and 1963. I could give you those 
figures by years, if you wish.

Mr. Dominick. No. I just want to go into a few details of them.
Mr. Webb. Yes.
Mr. Dominick. Does this include launching expenses of other 

satellites?
Mr. Webb. Xo, sir.
Mr. D ominick. Does it include any launching expenses?
Mr. Webb. It includes the launching expenses and boosters of the 

particular experimental flights we have made, for instance, with Echo. 
We have a very important communication satellite program in the 
passive field as well as in the active field.

So it includes the expenses specifically allocable to the satellite 
communication programs.

It does not include, for instance, the development cost of the 
boosters tha t were used to launch Echo or to do the experimental 
measurements in space of radiation and other factors that give us the  
knowledge that permit us to go forward in this program.

Mr. Dominick. Does it include anything on transit?
Mr. W ebb. No, sir.
Mr. Dominick. I wonder if you could furnish me with a breakdown 

of those figures. I thought it was significant that he kept referring 
to figures all the time, but no breakdown was given as to how they 
were arrived at.

Mr. W ebb. We will be glad to do that.
I think I should coordinate with the Atto rney General to be certain 

tha t my understanding is as I have given it to you. We were in 
consultation with his office in preparing the figures.

Mr. Dominick. Did he not get those figures from you?
Mr. Webb. He did get figures from us, yes.
Mr. Dominick. Then if I get the breakdown from you-----
Mr. Webb. All right, sir.
Mr. Dominick (continuing). I will have what this is, will I not?
Mr. W ebb. We will give you the record.
Mr. Dominick. I would specifically like to know how many satel

lites that were launched were included in this, whether they were 
communication satellites, and whether any of these expenses were 
reimbursed by any of the carriers.
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Mr. Webb. We will furnish tha t.
(The information requested follows:)

N a tio na l  A e r o n a u t ic s  and  S pa c e  A d m in is t r a t io n ,
Washing ton,  D.C. , A p ri l 2, 1962.

Hon . O r en  H a r r is ,
Ch air ma n, Foreign Comm erce Co mm itte e,
Ho use  of  Represen tati ves , Was hing ton,  D.C.

D ea r  M r . H a r r is : On  M ar ch  22 , 1962, du ring  th e  he ar in gs  by th e  In te rs ta te  
an d For ei gn  Co mmerce  C om m it te e on  H .R . 10115, th e  A dm in is tr a to r of th e 
N at io nal  A er on au tics  an d Sp ac e A dm in is tr at io n  wa s re ques te d  by Con gr es sm an  
P et er  H . D om in ick to  furn ish a bre ak dow n of th e  $175 mill ion which  t he A ttorn ey  
G en er al , in  his  te st im ony  be fore  th is  co m m it te e,  st a te d  wa s th e  co st  to  ta xpay ers  
of th e co m m un ic at io n sa te ll ite sy st em . Th e in fo rm at io n is as  fo llo ws :

Es tim ated  research, develop ment, an d ope rat ion  costs ass ociated wi th  the comm un ica 
tio ns  sat ell ite  sys tem s

P r i o r  y e a r s F is c a l  y e a r  
1961

F is c a l  y e a r  
19 62

F is c a l  y e a r  
1963

T o t a l

A d v a n c e d  r e s e a r c h  (A  R ) _____ _________ _ . (■)
( ')
( ')

$ 1 ,2 5 0 ,0 0 0
7 9 0 ,0 0 0

3 1 ,7 9 3 ,0 0 0

$ 1 ,1 7 0 ,0 0 0
2,  2 7 2 ,0 0 0

4 5 ,0 3 5 ,0 0 0

$ 2 ,6 8 8 ,0 0 0
2 ,4 7 3 ,0 0 0

8 0 ,2 1 6 ,0 0 0
A d v a n c e d  t e c h n ic a l  d e v e l o p m e n t  ( A T D ) . .  
f l i g h t  p r o g r a m  ( F P ) _ _  .

T o t a l _____________________________________ $ 7 ,3 1 3 ,0 0 0 3 3 ,8 3 3 ,0 0 0 4 8 ,4 7 7 ,0 0 0 8 5 ,3 7 7 ,0 0 0 $ 1 7 5 ,0 0 0 ,0 0 0

1 B r e a k d o w n  n o t  a v a i la b l e .

The  fol low ing  is a bre ak do w n of th e co sts sh ow n on  th e fl ig ht  pr og ra m  lin e of  
th e  ab ov e ta ble :

P r o j e c t F is c a l  y e a r  
1961

F is c a l  y e a r  
1962

F is c a l  y e a r  
19 63

E c h o  I $2 .5 0,0 00 
8, 67 8,  0 00E c h o  ( r ig id iz e d  s p h e r e ) __________________________________ ___________ $ 5 ,0 1 0 ,0 0 0 $1 35 , (MM)

R e b o u n d ____ _________ ____________________ ____________________________ 3 2 5 ,0(K) 1 3 .5 0 0 ,0 0 0 16 , 7 4 7 ,0 0 0
R e l a y ____________________________  ____________________________ ______ 2 0 ,6 .5 0 ,0 0 0 8,  6 2 3 ,0 0 0 1 9 ,1 4 1 ,0 0 0
R a d i a t i o n  m e a s u r e m e n t s  s a t e l l i t e _____ .  .  .  . ......................... 1 ,8 9 0 ,0 0 0 1 .3 0 8 ,0 0 0
S y n c h r o n o u s  c o m m u n i c a t i o n s  s a t e l l i t e ____ ______ ________________ 1 6 ,5 9 4 ,0 0 0 4 ,0 8 7 ,0 0 0
I n t e r m e d i a t e  a l t i t u d e  s a t e l l i t e _______  _______  .  _________________ 21,.5 0 .5 ,0 00
A d v a n c e d  s y n c h r o n o u s  c o m m u n i c a t i o n s  s a t e l l i t e . 1 8 ,6 0 1 ,0 0 0

................................

T o t a l __________________________  _____ ___________ ______________ 3 1 ,7 9 3 .0 0 0 4 5 ,0 3 5 ,0 0 0 ’ 8 0 ,2 1 6 .0 0 0

D ur in g th e pe riod  sh ow n by  th e co st da ta , on e sa te ll it e,  Ec ho  I, was la unched  
In  ad di tion  ba lli st ic  fli gh ts  su ch  as Shot put  an d A V T-1 2 we re laun ch ed  in su p
po rt  of th e Ec ho  I an d Ech o rig idi zed sp he re . The  la un ch  veh icle us ed  fo r th e  
Ec ho  I fligh t wa s on e of  th e  de ve lo pm en ta l ser ies  and  th er ef or e co sts  were n o t 
ch ar ge d ag ai ns t th e  Ech o pr oj ec t. The  co st  of vehic les  us ed  fo r th e su pport in g  
ba lli st ic  fligh ts ar e in cl ud ed  in th e ch arge s show n.

I t is th e pr ac ti ce  of  th e  Nat io na l Aer on au tic s and Sp ac e A dm in is tr at io n to  
fu nd  in cr em en ta lly th e  co st s of laun ch  ve hicles . T he ch arge s ar e sp re ad  ov er  a 
pe riod  of ye ar s so th a t by  th e  tim e th e  laun ch  is ac hi ev ed  on ly  th e fin al cl ea nu p 
costs  are invo lved . T his  mea ns  th a t th e  co st s sh ow n in th e  pro je ct  chart  ab ov e 
in som e instan ce s, in cl ud e co mplete paym ent fo r ve hicles  (p ar tic ul ar ly  fo r th os e 
laun ch es  sc he du led by  th e  en d of fisc al yea r 1963 ); in  o th er cases on ly  th e  appro 
pri at e in cr em en t is in cl ud ed . In  th e la tt e r ca se  ad dit io nal  fu nd s,  as re qu ired , 
will be re qu es te d in su bse quen t ye ar s.

No ne  of  th e  co st  fig ures  sho wn  includ e fina nc in g fo r wo rk pe rfor m ed  on  a re 
im bu rsab le  ba sis by  any  of  th e ca rr ie rs .

If  we ca n be  of  fu rt h e r as sis tanc e,  plea se  do not  hesi ta te  to  cal l on  us .
Sinc erely  yo ur s,

P au l G. D em bl in g , 
Dire ctor, Office of  L egisla tive  A ffa ir s.
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M r. D omin ick. Did  you no t provide the pro posal for  sta rti ng  the  
ad hoc  com mit tee?

Mr. W ebb. The Ca rri ers  A d Hoc Comm ittee?
No ; thi s was esta blished  by  the Fe deral  Comm unica tions Com 

mission.
Mr. D ominick. That  was  the Federal  Comm unica tions Commis

sion, I see.
Did you------
Mr. W ebb. We were in c onsulta tio n wi th the  FC C on the  prob lems 

as technica l advisers  in con nec tion wi th thi s en tire subje ct.
Mr. D ominick. Did  you ap pro ve  of the  repo rt  of ad hoc  comm ittee?
Mr. W ebb. I did no t approv e or disapp rove.
I t  was one working paper in a process. We studie d it  in conn ection 

wi th the whole problem  of bring ing  a sys tem  i nto being.
Mr. D ominick. You did  no t make an y pub lic com ments  on the  

work of the ad hoc comm itte e?
Mr. W ebb. Well, I have  made qu ite  a  num ber of p ublic  s tat em en ts 

on th is whole sub jec t. I do no t remember  a  specif ic one on the  ad  hoc 
co mm ittee ’s report .

If  you  could refresh m y mem ory as to wh at you  hav e in mind, I will 
see if I can  recal l i t.

Mr. D omin ick. I t  was  m y reco llect ion th at when  the rep or t of the  
ad hoc  com mit tee  came ou t, th a t you  said  th at  y ou thou gh t the y had 
done a ve ry  fine job ; th at  i t was  a good prop osal .

Mr. W ebb. I  do no t recall  makin g th at sta temen t. T thi nk  the  
stud y was an im po rta nt  ele me nt and a good peice  of work, looking 
towa rd the solution of thi s problem.

Mr. D omin ick. That  is all,  Mr. Chairma n.
Tha nk  you.
Th e C hairma n. Mr . Din gel l, do you  have  an y que stio ns?
Mr. D ing ell. Mr . Ch airm an , I believe he said  he ha d to be a t the  

Ap propria tions  Comm itte e. M ay  I ask  one or two  brief questions, 
Mr. Chairma n?

You  have  compare d, M r. We bb,  the  dif ferent  bills befo re this com
mittee ; have  you not?

Mr. W ebb. Some of the m.  I do no t kno w ab ou t all of them. I 
have  no t looked a t Mr. Ce lle r’s bill , for ins tance.

Mr. D ing ell. You ha ve  expressed, however , a preferen ce, as I 
no te,  for  the  a dm inist rat ion  bill , H.R . 10115, or H.R . 10138, I believe 
the numb ers  are?

Mr. W ebb. H.R.  10115.
Mr. D ing ell . Yes.
Ha ve  you  s cru tini zed  H .R . 9696?
Mr. Webb . Yes, sir.
Mr. D ing ell. Could you tell  the  comm itte e the  gro unds,  brief ly, 

of your  prefe rence for H.R . 10115 ove r H.R . 9696?
Mr. Webb. Fi rst , le t me say th at  the  whole  pro ble m of policy to 

be ma de  b y the  Presi dent was tho rou gh ly con side red in the executive 
branch .

Th e views of the various agencies were  con side red,  bo th in the  
Whit e House  and  in the  Legis lat ive  Referen ce Sect ion of the  Bu rea u 
of the  Budget.

Af ter  cons ider ing all of tho se views, of which the Na tio na l Aero 
na ut ics and Space  Ad minist rat ion view’s were  a pa rt , the reco mmen-
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dations incorporated in H .R. 10115 were made by the President, and, 
therefore, my purpose here is to support this proposal made by the 
President.

Mr. D ingell. One la st question.
You referred to section 201 and the duties and responsibilities and 

prerogatives tha t the Government would have under  t ha t section, re
ferring specifically to the Pres iden t’s responsibilities. I note there is 
no commensurate section in H.R. 9696. Am I  correct?

Mr. Webb. That is right.
Mr. Dingell. Is that one of the reasons tha t the administra tion 

favors the admin istration proposal, H.R. 10115?
Mr. Webb. Yes, sir: i t is.
Mr. Dingell. Do you feel th at this will give you additional autho r

ity  th at is needed to more effectively utilize space satelli te communica
tion within and through the participation tha t NASA can give?

Mr. Webb. It  does not  add to or sub trac t from NASA’s position.
Mr. Dingell. I see.
Mr. Webb. It  simply provides a means by which Presidential 

leadership and high-level governmental leadership can continuously 
be applied to get the full benefit of this revolut ionary new technology 
and capability  in tota l for the country.

Mr. Dingell. Do you feel tha t H.R. 9696 vests in NASA an ade
quate level of control?

Remember, I am referr ing to H.R. 9696, ra the r than H.R. 10115.
Do you feel tha t H .R.  9696 vests in NASA an adequate  measure of 

control and discretion over types of launching vehicles which will be 
utilized to place these sa tellites in orbit?

Mr. Webb. Let me be sure I know the bill to which you are 
referring.

Is tha t identical with the previous bill you asked me, H.R. 96-----
Mr. D ingell. No.
H.R. 9696 is the bill sponsored by Chairman Miller.
Mr. Webb. I believe tha t is identical with S. 2650, and if that is 

true, it gives us, I believe, adequate auth ority to do the job we will 
have to do in our agency.

Mr. Dingell. Under any of these bills, will you have an a dequate 
authority to counsel and make recommendations with regard to the 
state of the  art  and the type of launching vehicle and satellite, with 
specific reference to positioning, which would be most in the public 
interest?

Mr. Webb. I believe we will.
When you say “any of them,” I am thinking only of the ones you 

have referred to.
Mr. D ingell. Yes. I am not referring to Mr. Celler’s bill. I was 

also wondering this : Have you evolved in NASA any feeling as to 
which type satelli te you feel would be most in the public inte rest : 
The very high, fixed-position satellite, or a group of random, lower 
level satellites?

Mr. Webb. We feel in the Adminis tration—th at is, the National 
Aeronautics and Space Administra tion—th at we must continue  ex
perimental and research work and gain operational experience with 
all of these.

Now, in the program for 1963, we have an active research projec t 
to launch several satellites from one rocket. If we can learn to do
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this , it, will reduce  the  cos t very, very much. We are  ac tua lly  s ta rt 
ing to pre pare for flights in the following year,  with passive sate llites, 
but  thi s would also he very, very im porta nt with respec t to act ive  
sa te Hit es. The  tech nology  th at  we would  learn  from the  passive 
sa tel lite experim ents would be very helpfu l in working with active 
satell ites.

With respec t to the  passive satelli tes , we also have add itional  
impro vem ent s to make bey ond  the  Echo and  the  rigid ized  Echo , 
and we believe, here agin,  th at  a c apabili ty can be genera ted  that  may  
be very important for the  fu ture  of this coun try .

We believe we must lea rn the low -al titu de  sat ell ite  tech nology , the 
med ium sa tel lite  tech nolo gy, and the  s ync hronou s, high-leve l satell ite  
tech nology .

In ou r research  program  we have,  for ins tance,  a launchin g that  is 
not a com municatio ns sa te lli te  at all, bu t a s ate lli te th at will measure 
the  rad iat ion  chara cte ris tic s of the  syn chr onous al tit ud e,  22,500 
miles.

So I th ink it is too ear ly to tell exa ctly  wha t is going  to hap pen  in 
thi s techno logy. But we th in k that  from the  st an dp oint  of advancing  
the  capa bi lit y of the  Un ite d State s in this field, and  lea rning the  
know-how, creating the  techno logical  dexte rity, to use one phrase, we 
must pursu e all of these.

Mr. D ingell . Do you th in k that H.R . 10115 and  H.R . 9696, which 
is, I belie ve, iden tica l with  Se na tor Ker r’s bill, offers you  an adequ ate  
measu re of cont rol ove r the typ es  of sat ell ites and the manne r of 
lau nching  and the  positioning of the  sat ell ite  with regard  to alt itu de  
and the ro tat ion  of the  Ear th , so tha t NASA can ca rry  out its func
tions?

Mr. W eb b. Yes.
Mr. D ing ell. And can ma ke  the  program  as effec tive as possib le?
Mr. W ebb. We can work  unde r either of these bills inso far as the 

Na tio na l Aeronauti cs and  Spa ce Ad mi nis tra tion is concerne d.
Mr.  D ing ell. Th an k you ve ry  much,  sir.
The C hairman . Mr. Rog ers , any questions?
Mr. R ogers of Florida . One que stio n, Mr. Ch airma n.
Mr. Web b, on page 7 you st at e at the  bo tto m of the  page:
It would not be desirable, there fore , to require NASA to furnish launch  vehicles 

and facilities  for a satelli te which, in the  judg men t of NASA’s own scientis ts and 
technicians,  would not con tribute  to the expeditious and economical development 
of the operating system.

As I un de rst an d it, you feel th at  the re would be a req uir ement  for 
you to launch  anyth ing th at  had been app rov ed on the opera tional 
plan, bu t, as for researc h, there would be no req uir em ent for you to 
launch  any satell ite  that  the  carrie rs might feel would be helpful to 
them unless you r scient ists  an d technicians also agre ed?

Mr. Web b. Yes, sir.
Mr.  R ogers of Flo rida . How do you resolve the  difference there?
Suppose the  carriers feel th at  it would be very help ful to have a 

pa rti cu la r satell ite  launch ed to ma ke  some tes tings and the re is some 
dis agree me nt by  y our gro up.  How  do we resolve th at ?

Mr. W ebb. Firs t of all, I th ink you  hav e to bear in min d th at  
these boosters  are very expens ive , and  th at  you  hav e a great  dem and  
for the  l aunchin g facilit ies and the tni ck ing  facili ties aro un d the  wor ld.
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So, to pu t a booster  on the  sch edu le for firing disp laces othe r work 
that  ma y he needed in othe r are as.

Mr.  R ogers  of Flo rida. Yes.
Mr. W eb b. So we feel th at  in the  dev elo pm ent al,  the  research  

phases, we m ust  con trol  when and  where  we use the  boosters. I may 
say  t ha t thi s same prob lem comes up in the  re lat ion s betw een Gov ern
men t de pa rtmen ts  all the  time.

Mr. Rogers  of Flo rida. Yes.
Mr.  W eb b. Now, you have ma ny  dema nds and you hav e to find a 

way to balanc e them  out .
'Phis is not to say that we do not wish to try to acco mpl ish what the  

car rie rs feel would he he lpfu l, and  we will use every  hit of our ingenu ity 
to do so. But nev erth eless we feel in the  researc h and dev elopm ent  
pha se they  should  not have an  abs olu te right  to dem and  a laun ching.

Now, in the  opera tio na l phase , we think the y mu st have  the assur
ance th at  the launch ing s will he m ade in acco rdance  w ith their  requi re
me nts . if they are to furn ish  the service as a common carr ier.

So we are  pre pared to acc ept  tha t responsibil ity .
Mr . Rogers of Flo rida . Wha t I was won der ing,  suppose the y feel 

very strongly  the y must have  thi s program , Your people feel th at  it 
is not  so essential .

What gro up will r eso lve  thi s difference?
Mr. W ebb. I would sav that  we would very likely  come to agree

me nt.
Mr . Rogers of Flo rida. Yes.
Mr. Webb. There  would not he one cha nce  out  of a larg e nu mbe r 

th at  we could not come to an agreem ent , because the fac ts would guide 
bo th of us.

Now, if the re were  an absolu te difference—for inst anc e, we may  
not he able to tell them some of the  priori ties  we hav e for the  exp eri
me nts  t ha t may he r ela ted  to oth er phases of g overn me nta l work , and, 
the refore , we have to re ta in  the  final sav-so.

But , cer tainly , we would coo perate with the  othe r de pa rtm en ts of 
the Government  in ter es ted  in the  ra pid  dev elopment  of an opera tional 
sys tem .

Th e Corpo rat ion  would have , I am sure , no t only the  app eal  to us, 
they  would have an appeal to the  FC C,  and , if necessary , they  could 
go to the  Pre sident .

Mr.  Rogers of Flo rida. Yes.
Mr.  W ebb. And  say :
This agency is no t do ing  th e things th a t are nec essary  for us to  mov e ah ea d.

The hill does provide  for strong Presi denti al leadersh ip.
Mr. Rogers of Flo rid a. Th an k you .
Mr.  Webb. So I am sure  that if they  could  ma ke their  case,  th ey  

would he hea rd.
Mr. Rogers  of Flo rida. Th an k you.
Th an k you, Mr . Chairma n.
The Chairman . Mr . Webb , the re are ju st  a  very  few questions th a t 

I would like to ask  before you conclud e yo ur  app ear anc e.
In the  first plac e, the re has been  a great  deal  said  here  abou t th e 

stoc k own ership  be ing  limi ted to common carrie rs,  in ter na tio na l com 
mon car rier s pr imari ly,  as opposed  to pe rm itt ing the pub lic to sub
scribe to the  stock.
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Now, when the matter  was before the Federal Communications 
Commission last year, certain of the industry tha t would provide what 
we refer to as hardware indicated an interest in the program.

But , since the Federal Communications Commission held its hear
ings, and reached a decision in July  of last year, we have not heard 
very much from those equipment manufacturers interested at tha t 
time, although the EIA industry  did testify and made their position 
very clear.

Do you know whether there is any feeling among the  industry from 
the experience tha t you have had—that is, those who would supply 
the hardware for launching, and so forth—as to whether they would 
want to participate in this program, I mean in the stock ownership, 
if the  public were to be permitted to enter in to stock purchase?

Mr. Webb. Mr. Chairman, I have heard only that they had felt 
very reassured by the FCC decision tha t competition in the procure
ment  of equipment would be required, and felt furth er reassured by 
the statement of the President tha t this was a basic national policy 
which was to be carried out by all the agencies.

I have not known of any case where they have felt that  the opening 
up of the  stock ownership, as is proposed by the President, was related 
primarily to their desire for ownership.

The Chairman. 1 would assume also tha t they, at  least partially, 
have been satisfied that, with the assurances of the policy of competi
tion in the field, that had something to do with their a ttitude  toward it.

Now, in order to make the record complete, I think  I  would like to 
ask you something abou t the system in this program.

You mentioned earlier, 1 believe, tha t you thought as of now the 
system referred to, 22,300 miles out—I have forgotten the name you 
gave it-----

Mr. Webb. Syncom is the  particu lar experimental satellite. We 
call it synchronous orbit, usually, or high-altitude satellite.

The Chairman. Has i t been developed yet tha t tha t system can be 
successful or will be?

Mr. Webb. No, sir.
The Chairman. It  has not been proven yet?
Mr. Webb. No, sir.
The  C hairman. Tha t you can go out tha t far sati sfactorily?
Mr. Webb. No, sir.
Would you give me jus t a moment to tell you just exactly what the 

situa tion is?
The Chairman. Yes.
Mr. Webb. The military departments  are very anxious to be able 

to launch a very large communications sate llite into this high-altitude 
orbit so it  remains practically stationary over one point on earth.

To get up tha t high against the pull of gravity requires a very 
strong booster and a much heavier capability in the space field.

To keep it in the same place requires fuel on board  so tha t you 
can modify the position of this satellite with respect to the earth’s 
surface and actually keep it accurately positioned. Both of these 
requirements make the operation  very, very difficult.

Now, in order to learn how to do this, we inserted this third satel lite 
weighing 125 pounds into the NASA program, using par t of the 
$50 million the President recommended for expediting this.
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This particular satelli te has 50 pounds, roughly, of communications 
equipment and about 70 pounds of propulsion equipment, so we will 
have to launch i t into an elliptical orbit, and when we get it up at  the 
top of the elliptical orbit at 22,500 miles, this propulsion equipment 
will be used to give it a kick and put it up fast enough to stay at 
this a ltitude, ratlier  than running nearer to the Earth.

Now, even if it is launched successfully in this way, i t will not be a 
wide-band communicating facility. There simply is not enough 
weight to carry that equipment. It  will be a narrow-band experiment, 
but we will learn a great deal from this and we do have in our 1963 
budget additional funds to put  up a second satellite of a much heavier 
nature.

Our boosters will be more powerful by t ha t time, and this will then 
give us wide-band communications faciltities. This will probably 
be the first satellite tha t will fly at tha t altitude with which we can 
work and learn how to work.

The Chairman. At what altitude will that be?
Mr. Webb. 22,300 miles.
The Chairman. For this second one?
Mr. Webb. Yes, sir; the second will be much larger, more powerful, 

and give you wide-band communications.
The first one, the Syncom, does not have tha t capability. It  does 

not have television capabili ty, for instance. It  is a narrow-band 
communication experiment.

The Chairman. If you can put the second one up, why would there 
be so much difficulty with the first one?

Mr.WEBB. We do not have a powerful enough booster and we 
have not developed the satellite. Nobody knows yet quite how to 
build tha t satellite.

The Chairman. You have not developed it yet, so you cannot put 
the second one up tha t you have in mind?

Mr. Webb. We have the money in the budget for 1963 to develop 
the second satellite.

The Chairman. But you do not know if you can put it there or 
not, the big one?

Mr. Webb. We know tha t if the weight is within , say, 400 or 500 
pounds, we can put it there. If it  has to go up to 600 or 700 pounds, 
it will be more of a problem.

Let me say one othe r thing that will give you a picture. We do 
not have capable boosters fully developed and reliable to do this job 
of the synchronous satellite.

So, as we develop the Centaur booster, put it on top of an Atlas, 
we will have to have a number of developmental flights, perhaps 10 
or 12.

We expect to fly this second heavy satellite  on a developmental 
flight of the  booster where we are learning how to make the booster 
work.

At the same time, we are hopeful tha t we will get the satellite in 
orbit as a communications satellite. If the booster fails, we simply 
will have a delay for a second flight. But we are trying to combine 
the flights that develop the reliability of the booster with the develop
ment of the spacecraft and, thereby, save time. This is how complex 
this thing is.

S2059—62— pt . 2------21
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The C hairman . In  othe r words,  you  wa nt  to be sure to get  the 
firs t one ou t there, the  sma ller  an d lighte r one?

Mr . W eb b. Yes, sir.
Th e C hairm an. And you  th ink the  second one, the bigger one, 

cou ld very well delay  the  program ?
Mr. W eb b. Yes, sir.
Th e sma ll one we will fly wi th  a very reliable roc ke t, the Thor-  

De lta , which we know a g reat  dea l abou t. I t  has worked  100 perce nt 
in the  Tiro s.

The C hairman. You are  mu ch fu rth er  along in the fir st one than  
you are  the second?

Mr. W eb b. Yes, sir;  we are , an d we have the boost er capabil ity  to 
pu t it  up there.

The C hairman . Now, there ha s been  some tes tim ony here abou t 
one or  two  othe r sys tem s; th a t is, no t nea rly  so far out.

Mr . Web b. Yes, sir.
The C hairman . 1 believe  you m ent ion ed so mething abo ut  A.T. A T .’s 

proposal to pu t ou t sat ell ites with in  a very few miles.
Mr . W eb b. Som ething like  3,000 miles, between 2,500 and 3,000 

miles,  gen era lly,  was the  firs t pro posal.
Now, we have  our  own pro posal  to go ou t to 7,000 or 8,000 miles.
The C hairman . Yes.
Mr . W eb b. So we have  sa tel lites  th at  are  going  to fly at  about 

3,000 miles; anoth er one, a t 6,000 or 7,000 miles; and then  the  high 
al tit ud e,  a t 22,300 miles.

The C hairman . You co ntem plate three  s ystems, the n?
Mr.  W eb b. Thi s is a  r esearch pro gram,  Mr. Ch airma n. These are 

exper iment al sate llite s. Now , wha t we learn f rom those , we will app ly 
in the  opera tiona l system.

The C hair man . Bu t if you  go wav  ou t, it  only tak es  a very few?
Mr.  W eb b. Three sa tel lite s will cove r the  whole sur fac e of the 

Ear th .
The  C hairman . Now, if y ou are out  7,000 or 8,000, it takes more?
Mr.  W eb b. Yes, sir.
The  C hair man . And if it  is only 2,000 or 3,000, it tak es  more  than 

th at ?
Mr. W ebb. Between 50 and 60 satell ites, perha ps,  at 3,000 miles.
The  C hair man . Now, can you envisage  relay sta tio ns  one to the 

oth er?
Mr.  W eb b. Yes, sir.
This is possib le, and t his  is one  of the  t hings we will be e xperimenting 

with.
The C hairman . If you have  the  thre e out the re,  exp erim ental 

sat ell ites, what wdl be the  possibil ity  of jam min g?
Mr.  W eb b. In a commercial sys tem , I t hin k maybe  you r subseque nt 

witnesses can tell you more  ab ou t this , but in a com mercia l sys tem, 
my  own feeling is i t would be ve ry expensive  to put  in the  necessary  
an tij am ming equ ipm ent .

In the  mi lita ry sys tem , Ad ve nt , which will also fly a t 22,300 miles, 
we are pu tt in g in e quipm ent  of thi s na tur e. 1 say  “w e,” meaning the 
U.S. Go vernm ent. NASA does  no t do th at  work.

The  C hairman . You mean to pre vent jam ming?
Mr. W ebb. Yes, sir, or to ma ke it very difficult.
The  C hairman . You th ink it is possible th at  it could be pre ven ted  

or made so difficult th at  it wou ld be unlikely?
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Mr. Webb. That  is the best judgment of the Government’s experts 
at this time.

The Chairman. I assume that  you have in mind right now, so 
far as you know, that there would be only one commercial system?

Mr. Webb. Yes, sir.
I think  that it is highly unlikely that a second system can be de

veloped and have any possibility of economic success.
The Chairman. Is there any thought of a Government-owned 

system being launched.?
Mr. W ebb. Yes, sir.
This has been discussed, Mr. Chairman. The first effort of those 

in the Government who are concerned with bringing a system into 
being as rapidly as possible—and this includes our milita ry leaders, 
because they want to take space on the commercial system to expand 
their communications capability—the thought is tha t the effort should 
be made to bring the  kind of corporation recommended by the Presi
dent into being.

There has been discussion tha t if th is effort should fail, perhaps a 
chosen instrument might be considered.

It has also been considered tha t if bo th of these efforts fail, then the 
Government, itself, would have such great need for this expansion 
of capabilities that it would move in the direction of considering 
a Government-owned operation.

The Chairman. Is it anticipated that  the military will use this 
system, if it is successful?

Mr. Webb. Yes, sir; jus t as they use any othe r common carrier 
facilities.

The Chairman. Is it contemplated tha t any othe r Governmental 
system would be required besides military?

Mr. W ebb. I think, Mr. Chairman, I ought to say tha t I am 
thinking now of the next few years. I mean this could develop into 
something that might require another system, but,  generally speaking,
I think  my answer is correct.

Now, I think the milit ary leaders are quite anxious not to preclude 
the possibility of a second system, in addition to the specific military  
systems that  they will put up for only military purposes.

The C hairman. Of course, none of us can foresee what might 
be needed a few years hence.

Mr. Webb. We have confidence our governmental processes 
will take care of tha t need at the time, I believe.

The C hairman. Tha t is very well said.
Now, would you take  just a moment to express, or would you care 

to make any comments with reference to the treatment of the rate  
case in connection with this proposal?

Mr. Webb. Yes, sir, Mr. Chairman.
Of course, you realize that in ta lking before the committee experts 

on that subject, I am at something of a disadvantage, Mr. Chairman.
I am a layman in a way. although I have studied this question 

somewhat for various reasons over the  years.
The C hairman. I might say that  it is not clear to me yet as to 

what might be the best situation . I know the kind of proposal in 
the bill here, that  is, the class B stock be included in the rate  base, 
and then there is a proposal of only one class stock, and jus t what 
would be the best method of reaching tha t I don’t yet know. I



664 COMMUNICATIONS SATELLITES

realize that the Federal Communications Commission probably would 
give us more information, since they have had wider experience in 
the field.

But it occurred to me th at since you have been close to this whole 
development from its inception over a year ago, you might have some 
ideas about it.

Mr. Webb. The first thing, of course, relates to my own specific 
responsibility for a research and development program that  will 
provide the tools with which to  do the work.

Now, there was originally some discussion as to whether the tota l 
cost of all the Government has done up to  now should not be charged 
against the operation and recovered through the addition of it to the 
rate  base.

Those who looked at it felt tha t this was not a wise procedure; that  
governmental policy in aviation, and in many other  fields, has been 
to facilitate commerce around the world, to provide common carrier 
service so any man who w anted to go into business would not be pre
cluded from going into business because he could not have access to  
common carrier services, whet her in transpor tation or communication.

Now, as aviation has developed, this has become even more im
por tant on a global basis for business interests all around the world.

I think the general consensus of those who have spoken to me, 
who seem to know the most about this subject, is tha t there is no 
assurance tha t the service in the first period of operation of com
munications satellites will not  be somewhat degraded from the current 
service that we are accustomed to on the microwave lengths or the 
undersea cables.

Therefore, you have the first question in connection with the rate 
base, as to how much you would be willing to put into the ra te base of 
a service that was obviously going to be made to succeed by hard 
work and further research over the years, and by integra ting it with 
the other types of service, but in the beginning might offer the cus
tomer a somewhat less efficient service—not quite up to par.

So this is the first question.
We must continue research and development. It is going to be too 

early for a long period to freeze the design or the system. The research 
and development is going to be quite expensive.

The most expensive part of it is going to be the space boosters and 
the ability  to use the spacecraft to make equipment that can stand 
the tremendous acceleration of lift off, can live in a high radiation 
flux, can operate in a hard vacuum. Now, those are the kinds of 
research problems that we have to overcome.

There is a whole additional series of problems which the carriers, 
or those who provide the interphase with the system, have to face.

You have, first, the satellite.  Then you have the ground station 
that works with the satellite and the whole series of complex operating 
procedures here, which, if they are well worked out, will be much 
less expensive than if problems are encountered. Then you have the 
problem of how you tie the ground system into this station  that is 
going to work with the satel lite.

Generally speaking, most people have felt that  we should not at 
tempt to use this kind of a system for domestic traffic because the 
spectrum was already so loaded.

Many  others feel at some point this will be possible. Many feel 
at some point you can have television broadcasts from satellites tha t
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can be received over broad areas of the world. This obviously will 
require very large satellites, very grea t power, beyond anything tha t 
we are able to put in the air today  or may be able to put in for the next 
period of, say, 5 to 10 years.

So the first question I  come to is: Is the ra te base to be loaded with 
this research and development cost, or is i t not?

Policy in the past in aviation has been for the Government to do 
this and prepare the state  of the  ar t to move ahead.

Now, as to the first system, if i t is a low-altitude system, it could 
be superseded later  by a high-al titude system. This is a critical 
ma tter  of judgment.

I think the carriers in the business of furnishing common earner 
service m ust have a very strong voice in the question of how much 
investment should be put in what  you might call an interim system.

Now, this has a vital relationship to the cost to the customer, which 
we all feel must  be kept comparable to the costs of present service. 
I would hope, myself, the cost would begin to come down as the 
efficiencies of this new worldwide system make themselves manifest.

The Chairman. Mr. Webb, you time is up here.
Mr. Webb. I hope I  have answered your question.
The Chairman. You have, yes; and you have been very helpful, and 

I appreciate it.
Jus t one final question which you can answer, I think, with a very 

brief reply.
Whatever legislation, H.R. 10115 or any o ther proposal tha t might 

be adopted, you do feel strongly tha t there should be provisions made 
for the kind of cooperation that  is envisaged in such announcements 
as tha t made yesterday by President Kennedy regarding the Soviet 
Government?

Mr. Webb. Yes, sir.
I think there is a need for the U.S. Government to use this major 

new forward push tha t comes from science and technology for many 
advantages, not just the stri ct commercial applications.

The Chairman. Thank you very much.
I am sorry, we are going to make you late before the other com

mittee.
Mr. Webb. Thank you, Mr. Chairman, for this chance.
The Chairman. You have been a very fine witness and have given 

us a very good presentat ion from your viewpoint and your responsi
bility, and we appreciate it.

Mr. Webb. Thank you, Mr. Chairman.
The C hairman. We are very glad to welcome now to the committee 

Brig. Gen. David Sarnoff, chairman of the  board of the Radio Corp, 
of America and also chairman of the board of the  RCA Communica
tions, Inc.

General Sarnoff is well known to this committee, and, indeed, to 
the country.

General, I do not recall jus t how long it has been since you were 
before this committee. It  is my judgment it has been too long. But 
we are pleased to have you with us, and, recognizing the 55 years or 
more tha t you have given to this particular type of work, communi
cations, and tha t you are a pioneer in the field, we are especially 
pleased to have you here to give us the benefit of your suggestions, 
in order tha t the committee might have the benefit of your wisdom 
in connection with this program.
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STATEMENT OF DAVID SARNOFF,  CHAIRMAN OF THE BOARDS,
RADIO CORP. OF AMERICA AND RCA COMMUNICATIONS, INC .,
NEW YORK, N.Y.

Mr. Sarnoff. Thank you, Mr. Chairman, for vour generous 
observations.

Mr. Chairman and members of the committee, my name is David 
Sarnoff. I am chairman of the boards of Radio Corp, of America 
and of i ts wholly owned subsidiary, RCA Communications, Inc. I 
have been continuously associated with RCA since its formation in 
1919 and for 13 years prior thereto with its predecessor, the Marconi 
Wireless Telegraph Co. of America. Over tha t period of 55 years 
I have been actively associated with the development and growth of 
the communications business.

We appreciate this opportuni ty to appear before your committee 
and to express our views on proposed legislation with respect to 
communications satellites. We believe tha t appropriate legislation 
should be promptly enacted to provide the framework for an organiza
tion to establish a practical commercial communications satellite 
system.

We agree with the President that  our national interest requires the 
earliest possible establishment of a communications satellite system. 
This will demonstrate to the world the leadership of the United States 
in this vitally im portant peaceful application of space technology.

A great deal has happened in recent weeks as a result of discussions 
about the most desirable form of satellite organization. The test i
mony given before this committee and the Senate Committee on Aero
nautical and Space Sciences has been most constructive in clarifying 
the complex issues th at are involved, and in underscoring the principal 
questions tha t require practical solution as we proceed. This has 
made it possible for all of us, in both industry and Government, to 
develop and clarify our positions and our expectations.

What I have to say today  will be directed to the principal questions 
as we now see them. This will include views we have formed on the 
basis of our own studies and experience considered in the light of wha t 
has recently transpired.

Before I proceed further,  I submit two sta tements for the informa
tion and the record of this committee. One of these is the statem ent 
presented before the Senate  Committee on Aeronautical and Space 
Sciences on February 27, 1962, bv Dr. Elmer W. Engstrom, president 
of RCA. The other is an address entitled “Communications—A 
Look Ahead,” which I delivered before the National Press Club in 
Washington, D.C., on June 28, 1961. I am submitting these sta te
ments because they set forth in greater detail our fundamental views 
in this matter.

Our views can be summarized as follows:
1. Communications satellites must be integrated with existing 

facilities for complete and competitive service to the public.
Satellites will bring a major advance in international  communica

tions. They will provide a new type of facility tha t will enable any 
authorized international communications carrier to furnish all types 
of voice, record, and television transmission services. Yet, satellites 
will not provide a complete service in themselves. They must be
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operationally integrated with existing international and domestic 
communications facilities.

We believe it is important to distinguish between a demonstration 
system th at will meet the national objective of proving U.S. leadership, 
and a practical commercial system that  can operate on a sound eco
nomic basis and meet the public’s international  communications 
requirements for effective global service. A demonstra tion system 
can be achieved in the near  future with a re latively small number of 
low-altitude satellites capable of providing relay service on a limited 
scale between major centers on opposite sides of the ocean. A prac
tical commercial system providing worldwide services will take longer, 
for low-altitude as well as for synchronous satellites.

2. We favor a synchronous system for global commercial service.
Engineering studies and long experience in international  communi

cations have convinced us that a system of fixed or synchronous sate l
lites offers more advantages than do any other proposed satellite 
techniques for practical global communications. The synchronous 
system also has the characteristics most desirable for economical oper
ations. The synchronous system is the only type yet proposed for 
which means are nea r a t hand to permit ground stations of the several 
international communications  carriers in the  United States, as well as 
ground stations  of communications agencies in many foreign coun
tries, to communicate simultaneously through the repeater  in the 
satellite. This is called multiple access.

One synchronous satelli te in equatoria l orb it 22,30 0 miles above the 
Atlant ic Ocean would provide a relay link serving an area tha t in
cludes over 90 percent  of all telephones now in use in the world. 
Three of these satelli tes, over the Atlan tic, Pacific, and Indian Oceans, 
would cover virtually the entire inhabited  land area of the Ear th. A 
low-altitude system would require 40 to 50 satellites  for comparable 
global coverage.

Since the synchronous satellites would remain in a fixed position 
relative to the Earth , they would be directly accessible to all ground 
stations throughout their areas of coverage through single fixed an
tennas. A low-alti tude system, in contrast, would require comput
ing and tracking facilities and more complex and expensive ground 
stations in order to maintain  communication through moving satellites.

We believe that a synchronous system can be achieved in practica l 
form for commercial operations within approximately the same time 
tha t will be required to achieve a fully operational global low-altitude  
system. A number of impor tant technical problems remain to be 
solved before any satellite system becomes practical for global service. 
The need for solution of these problems makes it likely tha t a syn
chronous system could obsolete a low-altitude system by the time 
the latte r became fully operational.

We believe tha t nearly a decade may elapse before the satellit e 
enterprise overcomes its losses and begins to show a reasonable re turn . 
This is because the investment in es tablishing a satellite system will 
be so great as compared to the anticipa ted growth of international 
communications traffic, particularly during the early years.

3. RCA Communications intends to partic ipate  in the proposed 
satellite company.

RCA Communications, Inc., as an authorized interna tional com
munications carrier, naturally has a direct interest  in any action tha t
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is taken toward the establishment of a communications satellite 
system. We expect to make use of such a system when it becomes 
available. As a prospective user of a satellite system, RCA Com
munications would expect to invest its proper share in the establish
ment and operation of the  system.

I wish to emphasize that  we are speaking here not of the Radio 
Corp, of America, but only of its  subsidiary, RCA Communications, 
Inc., which is a separate and distinct enterprise engaged solely in the 
international communications business.

It may interest the committee  to know tha t for the year 1961 the 
revenue of RCA Communications totaled approximately $35 million. 
Its  profits from this were about $3.8 million. And this was a record 
year. Over the whole period of the past 10 years, its revenues 
averaged $24 million and its profits on these revenues averaged $2.4 
million per annum. Over this 10-year period, 84 percent of these 
profits were reinvested in the business in order to provide the neces
sary funds for expansion and modernization of facilities.

It is readily apparent that  the amount of our investment in the 
proposed satellite company must be related to these revenues and to 
those in the future as the business grows.

While RCA Communications is favorably disposed to making an 
appropriate investment in the satellite company, we feel the need for 
clarification and more information before we can determine the amount 
of this investment. We have never meant to suggest that  we wished 
to avoid any investment in the satellite company before the system 
becomes operational. A satellite system which will serve our com
munications business is one in which we would certainly  be willing 
to invest.

In addition to any investment which RCA Communications would 
make in the satellite company, it is also prepared to make the neces
sary investment  in its own ground transmitting and receiving stations. 
It  would do so, of course, where such ownership and operation is 
justified for its communications business and where this would serve 
the public interest .

We think it essential, as I have indicated, tha t satellites of the 
high-alti tude synchronous type be established and tha t RCA Com
munications and other  authorized carriers be expressly granted the 
right to own and operate ground stations.

The historical distinction between voice and record communica
tions services has been blurred by recent technical advances. In 
speaking of a comprehensive communications service, it is no longer 
practicable  to limit it to telegraphy or telephony. The old distinc
tion will be completely oblitera ted in the future as communications 
satellites come into operation . This will result from the fact tha t 
the satell ite repeaters will handle customer requirements for all broad
band services, voice or record, without any distinction.

We would expect, for the foregoing reasons, tha t the FCC would 
authorize us as a partic ipant  in the satellite system to furnish all 
types of voice, record, and television transmission services. We 
would expect also tha t suitable provision would be made by the 
legislation to insure interconnection with domestic communications 
systems for all types of service.

4. Basic considerations.
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It seems evident tha t, as a result of the  developments of the past 
few weeks, there may be changes in the proposed legislation to incor
porate various points of view that  have been expressed.

As far as stock and ownership arrangements are concerned, we are 
prepared to conform to any solution which the Congress believes will 
best serve the public interest. I wish to stress, however, that RCA 
favors private ownership and operation of the  communications satel
lite system, subject to suitab le Government regulation.

Whatever the final form of the legislation, I wish to reemphasize 
principles which Dr. Engstrom stated  in his testimony before the 
Senate committee and which we feel to be essential. These are:

(а) The right of international carriers individually or jointly to 
own and operate the ir own ground stations,  in addition to  those which 
the Satellite Corporation may operate;

(б) Provision for unrest rieted and direct access to and use of the 
satellites through any of the ground s tations; and

(c) Provision for full interconnection on reasonable and nondis
criminatory terms between the facilities of authorized international 
carriers and the domestic communications systems of any other 
carriers.

We understand tha t the intent of the legislation is to strengthen 
competition in internationa l communications services and to insure 
the nondiscriminatory use of the satellite system. To fulfill this 
intent  we respectfully recommend that the principles which I have 
enumerated should be expressly set forth in any legislation. Only in 
this way can we be sure that  the maximum benefits of the immensely 
promising new satellite technique will be fully realized within the 
framework of the priva te enterprise system that  we seek to maintain.

I thank you, Mr. Chairman.
The Chairman. General Sarnoff, I want to than k you on behalf of 

the committee for your very fine statement, which is a splendid presen
tation of your views and that of your company, on this highly im
portant problem.

I must admit you take  me pretty far out on the limb with respect to 
the technological approach here. I am not sure that  I am capable of 
understanding it all.

But it does give us an insight into your thinking on this important  
problem.

Mr. O’Brien, any questions?
Mr. O’Brien. No questions, if 1 can reserve my time. Mr. Chairman.
The C hairman. Mr. Younger?
Mr. Younger. Thank you, Mr. Chairman.
The C hairman. Firs t let me say that the statements referred to, 

which you asked be included with your p resentat ion here this morning, 
may be included in the record following your statement.

(The statement of Dr. Elmer W. Engstrom follows herewith. The 
booklet “Communications: A Look Ahead,” by David Sarnoff, da ted 
June 28, 1961, may be found in the files of the  committee.)
Statement by Dr. Elmer W. Engstrom, P resident, R adio Corp, of America

Mr. Chairman and members of the committee, my name is Elmer W. Engstrom. 
I am president and a director of the  Radio Corp, of America, and a director of 
RCA Communications, Inc., a wholly owned subsidiary of RCA. I have been 
continuously employed by RCA for the past 31 years.
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I am  gr at ef ul  fo r th is  oppo rt un it y  to appear be fore  yo u in  a  m att e r of such  
para m oun t na tion al  in te re st  as  th e  es ta bl is hm en t of a pra cti cal co m m un icat ions  
sa te ll it e sy ste m.

R CA  w ho lehe ar tedly su pport s th e  ea rl ie st  po ss ible ac hie vem en t of th is  ob jec
ti ve. We are im pressed by  th e  in it ia ti ve th a t ha s be en  dem onst ra te d  by  th e  
Pre si den t,  by  th e Co ng res s, and  by  gov er nm en ta l and in dust ri a l agencie s in 
ap pr oa ch in g th e  tech ni ca l, re gula to ry , an d adm in is tr at iv e pr ob le m s wh ich  re qu ire 
ca re fu l co ns id erat ion an d a p ra c ti ca l so lu tio n.

Be fo re  co mmen tin g on  th e  pr op os ed  legi slat ion,  I be lie ve  it  is ap pro pr ia te  to  
note  th a t th e  op er at io n of  a ny  sa te ll it e  co m m un icat io ns  sy st em  wil l br ing ra di ca l 
ch an ge  to  ou r tr ad it io nal  p a tt e rn  of  in te rn at io nal  co mm er ci al  co mm un icat ions . 
In  th e  p ast  we  hav e be en  a cc ust om ed  t o  d is ting ui sh in g be tw ee n vo ice  o r t el ep ho ne  
co m m un ic at io ns  an d reco rd  or te le gra ph co m m un ic at io ns —t h e  la tt e r te rm  em 
br ac in g all  ot he r for ms  of tra ffi c,  su ch  as  te le gr am s an d te le p ri n te r ser vic e. Thi s 
d is ti ncti on  ha s been re fle cted  h is to ri ca lly in  th e  bu sin ess of th e  au th or iz ed  in te r
nati onal c om m un icat ions  c ar ri er s.  Us ing  d if fe re nt  fa ci lit ie s,  som e o f th es e c ar ri er s 
ha ve  pr ov id ed  vo ice  se rv ice s, o th ers  ha ve  pr ov id ed  va riou s re co rd  serv ice s, an d 
some ha ve  prov id ed  bo th .

Bec au se  of th eir  te ch ni ca l chara ct er is ti cs  which  I sh al l out line  la te r in  th is  
st a te m en t,  sa te ll ites  wil l pro vid ed  hig h- ca pa ci ty  ac co m m od at io n fo r all  of th es e 
se rv ices  w ithout di st in ct io n.  T hey  wil l als o ad d a  cap ab il it y  fo r tran so ce an ic  
te le vi si on  an d ot her  b ro ad -b an d s er vi ce s fo r wh ich  no pra ct ic al  mea ns  e xist to da y. 
Thu s,  in  co ns ider ing th e  use of  co m m un icat io ns  sa te lli te s,  we ar e co ns ider ing a 
ne w ty p e  of fa ci li ty  wh ich  wi ll pro vi de  all  au th ori ze d in te rn ati onal ca rr ie rs  w ith  
th e  te ch nic al  me an s to  fu rn is h  al l ty pes  of ser vic e, includ ing vo ice , rec ord, an d 
te le vi sion .

To  th e  ex te n t th a t h is to ri ca l p ra ct ic e an d re gu la tion  ha ve  be en  ba sed up on  th e 
d is ti nct io n  be tw ee n th e  vo ice  a nd  re co rd  s ervic es , it  is  cl ea r th a t we now  face new  
ci rc um st an ce s in wh ich  p ast  p ra ct ic es  sh ou ld  no t ne ce ss ar ily  ci rcum sc rib e ou r 
fu tu re .

S PE C IF IC  REC O M M EN D A TIO N S ON  S.  2814

In  te rm s of spec ific  le gi slat io n fo r th e  de ve lo pm en t of an  op er at io na l sa te ll ite 
co m m un icat io ns  sy stem , RC A is in  fa vo r of S. 2814, as pr op os ed  by  Pre side nt  
K en ne dy . A t th e same tim e,  we  reco m men d th e  fol low ing  ad dit io nal  prov isi on s 
which  we be lie ve  wo uld  clar ify  an d  st re ngth en  th e ob je ct iv es  of th e  bill:

1. A prov isi on  ac co rd in g al l au th ori ze d U.S . ca rr ie rs  th e  ri ght of un re 
st ri c te d  an d di re ct  access to  th e  sa te ll ites  th ro ugh an y gro un d st at io ns  th ey  
m ay  them se lves  d ec ide to  co nst ru c t an d op er at e.  Thi s sh ou ld  be in ad di tion  
to  th e  ri gh t of acc ess  pro vid ed  by  sect ion 20 1(c) (2).

2. A p rovisio n en ab ling  a n y  s uc h ca rr ie r t o obta in  ful l in te rc on ne ct io n w ith  
th e  do mes tic  co m m un icat io ns  sy st em s of any o th er ca rr ie r on  reason ab le 
and  no nd iscr im in at or y te rm s.  Thi s wo uld su pp le m en t se ct io n 201(c )(4 ) of 
th e  bil l by  spe cif ica lly  perm it ti ng  any auth ori ze d ca rr ie r to  pr ov id e service  
vi a th e  sa te ll ite fo r tra ffi c th a t  is pick ed  up  or  d is tr ib u te d  do mes tic al ly  ov er  
th e  faci lit ies of anoth er  co m pa ny . We feel th a t su ch  a  pr ov is io n is ne ed ed  
to  af fo rd  all  ca rr ie rs  eq ua l oppo rt un it y  to  co mpe te  in al l ar ea s of co mmun ica
tions  se rv ice  in wh ich  th ey  are  quali fie d.

3. A prov isi on  per m it ti ng  m er ge rs  of in te rn ati onal te le gra ph ca rr ie rs  if th e 
pu bl ic  in te re st  shou ld  re qu ir e,  su b je ct to  auth ori za tion  of  th e  Fe de ra l Co m
m un ic at io ns  Co mm iss ion  and  th e  ap pr ov al  of  th e Pre si de nt.  Tod ay , th e  
se ve ra l U.S. in te rn at io nal  te le gra ph  c ar rier s ha ve  d ea lin gs  w ith  unif ied  fo re ign  
ag en cies  th a t pos ses s a mon op ol y of  al l te le ph on e and te le gra ph ser vic es  in 
th e ir  ow n co un tr ies. The se  fo re ign ag encie s ar e in  a po si tion to  ta ke a 
st ro ng st and  on  op er at in g m att e rs , an d th e re la tive  ba rg ai nin g po si tio n of 
th e  U.S. ca rr ie rs  co uld be ad ve rs el y af fecte d by  th e  he ig ht en ed  co m pe ti tion  
to  be  ex pe cted  with  th e in tr oducti on  of  sa te ll ite sy st em s ac co m m od at in g all  
fo rm s of  tra ffic. We  be lie ve  th a t  it  wo uld be wis e to  pr ov id e in th e  curr en t 
legi slat io n for  an y ne ed ed  in d u str y  re or ga ni za tion  under  th es e new ci rcum 
st an ce s.  I t shou ld  be no te d th a t re gu la to ry  st a tu te s  in o th er pu bl ic  serv ice  
fie lds —s uc h as ra ilr oa ds , ai rl in es  an d do mes tic  te le ph on e and  te le gr ap h co m
pa ni es — pr ov ide for  su ch  co ns ol id at io ns  if pu bl ic  in te re st  so re qu ire s. We 
see  no  reas on  wh y th e  same st an d a rd  shou ld  no t ap ply  as  we ll to  th e in te r
national  te le gr ap h ca rr ie rs .

We  be lie ve  th e ad di tion  of  th es e pr ov is ions  will  se rv e th e nat io nal  in te re st  by  
pro m ot in g th e  pol icie s an d pu rp os es  of  th e legi sla tio n as  se t fo rt h  in  sect ion 102 
of  S. 2814 .
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G E N E R A L  O B SER V A TIO N S ON SA T E L L IT E  C O M M N IU C A TIO N S LEG IS LA TIO N

Beyond these specific sugges tions  regarding the  legislation  und er consideration, 
I would like to make severa l general observations:

RCA regards the  program th at is proposed in S. 2814 as a  major forward step, 
prov iding  a general framework with in which we can move promptly toward our 
objective  of an operation al communications sate llite system.

RCA favors  the concept of a n organ ization to estab lish and  opera te commercia l 
communicat ions satell ites. We feel t ha t this  is required in the  national interest, 
qui te apar t from the  economic and  business considerations which I shall discuss 
later .

RCA has consis tently adv oca ted  certain princip les as being fundamental to 
commercial communicat ions sate llites :

1. All inte rna tion al comm unica tions  carrie rs should have equitable and  
direc t access to, and  nondiscriminatory use of, the  satel lites  regardless of 
ownership.

2. The sa tellites should  be available  to all such  carriers on reasonable terms 
to use for any services which the  FCC authorize s them to provide  now or in 
the  future, withou t any restr ictions imposed against such use, through  con
tra ct  o r o therwise, by t he  owner or o the r agency  controlling th e satelli tes.

3. Each U.S. intern ational carrier and  oversea  agency shoidd have the  
righ t to establish, own, and  operate its ground stat ion s for tran smitting and  
receiving signals via the satelli te.

RCA’s  E X P E R IE N C E  IN  CO M M U NIC A TIO N S AND  SPA CE

RCA has approach ed the ma tte r of communications satell ites from a back
ground of more than  40 years of experience in the  field of international communi
catio ns and nearly  a decad e of participatio n as a m ajor  contr ibu tor  to the  N ation’s 
space  programs.

RCA Communications, Inc ., today operates an inte rna tional  communicat ions 
common car rier system linking the  United  St ate s d irec tly with  nearly 70 count ries 
throug h a network of radio  a nd cable circui ts. These circu its provide more than  
600 inte rnational radio  and coaxial cable channels serv ing the needs of the  U.S. 
Government, foreign governments, and the  genera l public.  They are usua lly 
operated at  the  oversea term inals  by the  company ’s cou nte rpa rt abroad, com
prising foreign gov ernmen t telecommunicat ions adm inis trat ions and authorized 
private operating  agencies. In connection with  the  space program, RCA Com
munications provides several inte rnational circuits for the  tracking  system of 
Pro ject Mercury.

RCA, working with  the Nat ional Aeronautics and  Space Administ ration, de
signed and developed th e Tiros television wea ther  sate llite s and  thei r associated 
ground systems. As you know, four of these sa telli tes already have been lau nched 
and  operated successfully. RCA is prime con tracto r to  the  U.S. Air Force  for 
the  satell ite inspector project , a large-scale prog ram exploring the feasibility  of 
seeking out  and  identifying other sate llites  in orbit, and  is developing im porta nt 
techn ical aspects of the  Nimbus second-generation wea ther  satellites, the  Ranger 
lunar vehicles, the Dyna-Soa r orbi tal manned  test  vehicle, and other signif icant  
space programs.

In the  specific a rea  of satel lite communicat ions, RCA provided the  radio equ ip
ment in 1958 for the pioneering Score “ta lking” sate llite  used for the  first space 
relay of voice communications. Today, RCA is develop ing for NASA the  Gov
ernment’s first act ive  exper imental mul tichannel communicat ions sate llite , 
Relay. I have bro ugh t with me today a p rototy pe of the  Relay satell ite, to which 
I shall refer in more detail shortly .

Beyond these specific projec ts, RCA scien tists and  engineers conduc t a con
tinuing study program relat ing to communications satell ites, inclu ding system 
concepts, ope rating considerations, and  economics. Much of the  info rma tion  
which follows in th is sta tem ent  is derived from these studies.

W H Y  S A T E L L IT E S  A R E N EC ESSA R Y  A ND H O W  TH EY  FU N C T IO N

The concern with communicat ions sate llites  ar ises, as you know, from the need 
to provide added cap aci ty in internatio nal  comm unica tions  to meet the dem ands 
we an ticipate  by 1965 and thereafter.

Advances in  elec tronic technology have  enab led us to  meet  the  rising dema nd for 
increased domestic communicat ions capacity by moving to ever higher radio  
frequencies. In the higher regions of the  frequency spec trum we have  room  to
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tr an sm it  fa r gr ea te r quanti ti es of  in fo rm at io n,  includ ing th e  w ideb an d pi ct ur e 
sign als  of tel ev isi on , a t m an y mill ions  of  cycle s pe r second . A t th es e microwav e 
freq ue nc ies, howe ver, th e  ra di ow av es  te nd to  tr av el  in a s tr a ig h t line in th e m an 
ne r of ligh t, mo ving  on  ou t in to  sp ac e un les s th ey  a re  in te rc ep te d  an d ben t do wn
ward a t th e  hor izo n. To  co m m un ic at e be tw ee n d is ta n t po in ts  w ith  micr ow av e 
sy st em s,  we em ploy  ov er la nd  ch ai ns of  re lay st at io ns on  to w er s sp ac ed  20 to  30 
mi les  apart .

I t ha s not been fea sib le un ti l no w to  pr ov id e si m ilar  hig h- ca pa ci ty  micr ow av e 
se rv ice  ac ross  th e oceans be ca us e th ere  has been  no  way  of es ta bl is hi ng  ch ain s of 
re la y po in ts . Su bm ar ine te le ph on e cable s ha ve  pr ov id ed  a  part ia l so lu tio n.  
How ev er , pr es en t-da y cable s are  lim ited  to  a  re la tivel y sm al l nu m be r of voice  
ch an ne ls  and ca nn ot  ac co m m od at e te levisio n or  th e  la rg e m ult ic han nel  voice  an d 
d a ta  se rv ice s th a t ar e em pl oy ed  ov er la nd .

Sat el li te s now offer a p ra ct ic al  m et hod by  fu rn ishi ng  th e  eq uiv al en t of a re la y 
st a ti on  on  a  tower  so high  th a t it  is w ith in  dir ec t lin e of si ght from  bot h sid es of 
th e  oc ea n simul tane ou sly.  T hus re la y  eq uip m en t in th e  sa te ll it e  sim ila r to  th a t 
in an  ov er la nd  to wer  ca n en ab le  us  to  br idge  th e  oc ea n by  m ic ro wav e in a sin gle  
hop. In  th is  m an ne r, we ca n ga in  th e  pote ntial  to  m ult ip ly  by  hu nd re ds  of tim es  
th e tra ffi c ca pa ci ty  of in te rn ati onal co m m un icat io ns  sy st em s an d to  prov ide new 
tran so ce an ic  ser vic es,  su ch  as te le vi sion , th a t do  no t now ex is t.

TW O  D IF F E R E N T  T E C H N IQ U E S  FOR SA T E L L IT E  C O M M U NIC A TIO N S

Tw o ba si ca lly di fferen t sa te ll it e  te ch ni qu es  ar e un de r st udy  to day  for  pr ac tica l 
tr an so ce an ic  micr ow av e co m m un ic at io ns . On e of th es e is th e  sy st em  us ing 
lo w -a lt itude ac tive  re pea te r sa te ll it es mov ing in o rb it  se ve ra l th ousa nd miles 
ab ov e th e  ea rt h . The  Relay  an d  T el st ar  pro je ct s pr ov id e ex pe rim en ta l fore
ru nn er s of th is  ty pe of sa te ll ite.  In  an  ope ra ting  lo w -a lt itud e sy st em , a nu m be r 
of sa te ll it es , pe rh ap s 40 to  50, wou ld  be plac ed  in o rb it  to  in su re  v ir tu al ly  
co nt in uo us  co nt ac t be tw ee n po in ts  on  op po si te  sid es  of th e  oc ean.

T he o th er tech ni qu e is th e  sy st em  us ing th e  sy nc hr on ou s ac tive re pea te r 
sa te ll ite,  mov ing in an  orb it  appr ox im at el y 22,300  miles dir ec tly  ab ov e an d 
pa ra lle l to  th e  E quat or.  At th is  a lt it ude  an d on  th is  course , th e  sy nc hr on ou s 
sa te ll it e wou ld  co mplete  one o rb it  ev er y 24 ho ur s,  so th a t it  wo uld alw ay s ap pe ar  
fro m th e  ea rt h  to  be  fixe d a t th e  sa m e po in t in space.

T oday  va riou s pr oj ec ts  ar e en te ri ng  th e ne ce ssary ex per im en ta l st ag e w ith  
both  of th es e te ch ni qu es , in o rd er  to  ob ai n th e ex ac t in fo rm at io n an d m ea su re 
m en ts  th a t ar e es se nt ia l pr el im in ar y st ep s to  th e re al iz at io n of pra ct ic al  op er at in g 
sy st em s.  T he  fir st of th es e exper im en ts  will invo lve th e lo w -a lt itud e ap pr oa ch  
w ith  NASA ’s Re lay  an d w ith  th e  T e ls ta r sa te ll ite wh ich  is a co op er at iv e under
ta kin g of th e Am eri can Tel ep ho ne  A Tel eg ra ph  Co.  and NA SA .

D E SC R IP T IO N  O F LO W  A LT IT U D E  SA T E L L IT E S

The  p ro to ty pe of the Re lay  sa te ll it e  il lu st ra te s th e te ch ni ca l ch ar ac te ri st ic s of 
a lo w -a lt itude  ty pe  a t th e pre se nt  leve l of ou r tech no lo gy . T he sa te ll ite its el f 
we ighs ap pr ox im at el y 150 pou nd s— a load  th a t can be laun ch ed  in to  th e de sir ed  
orb it  by  pr es en t bo os te rs . The  con te n ts  of th e sa te ll it e co mpr ise  tw o co mplete 
sy st em s fo r rec eiv ing , am pl ifyi ng , and  tr ansm it ti ng  mic rowav e tel ev is ion an d 
te le co m m un ic at io ns  tra ffi c ov er  th e  oc ea n ga p be tw ee n N ort h  Amer ica an d 
Eur op e.  Thi s du pl ic at io n ha s be en  in co rp ora te d  to  e nh an ce  th e re li ab il ity  of th e  
ex pe rim en t.

NA SA  pl an s to  la un ch  th is  sa te ll it e  du ring  th e co ming su m m er  in to  an  orb it  
th a t pr obab ly  will rang e fro m 900 to  3,0 00  mi les  in a lt it ude . G ro und st at io ns 
fo r th e ex pe rim en t are be ing bu il t in th e U ni te d S ta te s,  Eng la nd , Fra nc e,  We st 
G er m an y,  and So ut h Am eri ca . T h e  pl an ned  alt it ude  of the sa te ll it e is su ch  th a t 
it  will pa ss  th ro ug h th e Va n Allen be lt s of ra dia tion  ar ound th e  ea rt h , per m it ting  
ne ed ed  st udie s of th e ef fects  of ra d ia ti on  up on  so la r cell s and  o th er sa te ll ite 
co m po ne nt s.

The  A.T . <fe T.  ex pe rim en ta l sa te ll it e  will pe rfor m sim ilar  fu nc tion s an d will  
mo ve  in a ge ne ra lly  sim ila r or bit , b u t it  will em pl oy  a ve hicle of  di fferen t size 
and s ha pe . Since one of th e  m aj or que st io ns re qu ir in g st udy  is th e  m os t e ffe cti ve  
de sign  of  th e  sp ac ec ra ft,  th e tw o ex pe rim en ts  sh ou ld  su pple m en t one an ot her  in  
pr ov id in g va lu ab le  da ta  f or  g ui da nc e in  t he  s ub se que nt  d ev el op m en t of a pr ac tica l 
op er at in g sy stem .
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D E S C R IP T IO N  O F  SY N C H R O N O U S S A T E L L IT E S

In iti al  experim ents wi th sync hron ou s ac tive repe ater  sa tel lites  are  to  follow 
soon, by  NASA  an d by the D ep ar tm en t of Defense . He re th e problem s of 
space tec hnolo gy  are  grea ter  th an  with  th e low -al titude type , since t he re  has  been 
no experie nce  as ye t in raising a sa tel lite to  an  al tit ud e of 22,300 miles above 
the eq ua to r and ma int ain ing  it for  long  per iods a t a prec ise posit ion  and at tit ud e.

The syn chron ous sat ell ite s offers grea t po tent ia l ad va ntag es . Fro m its  far  
grea ter  al tit ud e above th e eq ua to r, th e syn chron ous sa tel lite would  be visib le in 
dir ec t line  of sight from  nearly a th ird of the ea rth.  A syste m com pris ing only 
three syn chron ous sat ell ite s in eq ua to ria l orbi t over th e At lan tic , Pacific, and 
In di an  Oce ans  could  cover th e en tir e ea rth with  th e exc ept ion  of the  large ly 
un inha bi ted Arc tic an d Ant ar ct ic  regions. I t is wor th  observing, too , th a t the  
single sa tel lite in pos ition over th e Atla nti c would  cover an  ar ea  th a t includes  
ju st  over 90 perce nt of all of th e telephones now in use in th e world. In  othe r 
word s, ju st  on e syn chron ous sa te lli te  could  pro vid e a rela y link  for th e area  of the  
wor ld in which dema nds a re  g re at es t upo n in te rn at io na l comm unica tions faci lities.

Since the se syn chron ous sa te lli te s would rem ain  in a fixed posit ion  rel ati ve  to  
th e ea rth,  t he y would be d ire ct ly  ac cessibl e a t a ll t im es  to  g round sta tio ns  th roug h
ou t th ei r areas of coverag e th ro ug h single  fixed an tenn as . Th is is in co nt rast to  
th e low -al titude sys tem , which would  involve a larg e nu mbe r of sa tel lite s whose 
mo tion across  the sky  would  requ ire  comp uting and trac ki ng  faciliti es a t gro und 
sta tio ns .

In  a  low -al titu de sys tem , mul tip le  g rou nd fac ilit ies  are nee ded  a t each end of the 
ci rcui t to  provide un in te rrup te d com mu nic ation . One or mo re pairs  of an tenn as  
are nee ded  to  trac k each  sa te lli te  un til  it  dis appears  over th e horizon. Th en  
an ot he r se t of an tenn as  m us t be rea dy  an d wa iting  to  pick up  th e ne xt  sa tel lite 
com ing in to view. Mo reover , th is  co ns tant  cha nge  in th e pat te rn  of con nec tion 
would  seem  to  lim it th e sy stem  for all prac tic al  pu rposes to  com mu nic ation  
be tween only  tw o po ints a t an y one  time. Th is is b eca use  o ne sa tel lite would no t 
no t be visib le during ex ac tly  th e same tim e per iod  from ad di tio na l locations on 
ei th er  side of the ocean. Th us , if comm unica tion were to  be car ried  on sim ul
tan eo us ly  wi th more th an  one  transoceanic  po int , ad di tio na l set s of du pli ca te 
grou nd  faci litie s wou ld be requ ire d.

Th e syn chrono us tec hn ique , by co ntrast,  wou ld pe rm it an y numb er  of ground  
stat io ns  w ith in t he  la rge a re a of coverage  to ma ke sim ult an eous  use  of t he  sate lli te.  
Th roug h use of single side  ba nd  tec hn iqu es  of mo du lat ion , genera l dir ec t acce ss 
would  be pro vid ed to  th e sa te lli te  from  all ea rth po int s with in  its  range.  Ev ery 
in te rn at io na l car rie r cou ld em plo y its  own ground  st at io n a t the most conven ien t 
loc ation , an d each cou ld com mu nic ate  a t an y tim e with  eve ry othe r gro und 
stat io n within  th e sa te lli te ’s range.

A quest ion  has bee n ra ise d as to wh eth er  th e tim e nee ded  for  rad io signal s to 
trav el  f rom on e g rou nd  s ta tion to  the  synchron ous sa te lli te  a nd  to an ot he r g roun d 
stat io n,  am ou nti ng  to  th re e- te nt hs  of a second, will be ob jec tio nable  to telephone  
sub scr ibe rs.  This tim e in te rv al  has  no s igni fican ce for  te lev isio n, record, o r o th er  
nonvoice services.  With  res pe ct to tel ephone  serv ices , we believe it  will no t cre 
at e an  ob jec tionab le delay .

The t echnica l a dv an ta ge s of t he  sy nchro nous sa tel lite system hav e been po in ted 
ou t in studie s by RC A’s sc ien tis ts an d eng ine ers  an d inco rporate d in a prop osal 
for  a  worldwide com me rcial sa tel lite com unnic ati ons syste m.  Detai ls of th e pro
posa l are  conta ine d in a pa pe r e nt itled  “Co ncept for an  In tercon tin en ta l Sa te lli te  
Comm unica tion Sy ste m,” by Ed mu nd  A. La po rt an d Sidney  Me tzg er of RCA, 
an d I subm it copies for th e commi tte e’s cons ide rat ion , wi th the req uest th a t th e 
pa pe r be inc lud ed in th e record .

U SE O F ATO M IC  PO W ER  W IT H  SY N C H R O N O U S SA T E L L IT E S

RC A’s eng ineering stu dies  also are  looking forward  to  fu ture  comm unica tio n 
sat ell ite  designs for  a second -ge nerat ion  synchro nous  sys tem  based upon the use  
of ato mic pow er sup pli es.  I hav e br ou gh t with me toda y a model of one such  
proposed sa tel lite to  indica te  wh at we ma y an tic ip at e as we continue to  ad va nc e 
in t echnology . Th is is a reduce d scale model : the sa te lli te  its elf  would be ap pr ox 
imate ly 51 fee t long . Th is con cep t is bas ed upon  ou r stu die s of hig her powe r 
sate llite s. It  is in tend ed  to emp loy an  ato mic pow er sup ply  to furnis h 60 kilo
wat ts of power. Th is wou ld be suff icient pow er for  up to 8,000 two-w ay com
munic ations channels as well as for electri c propuls ion  to ass ist th e sa tel lite in to  
its  s ynchrono us or bi t. The channe l ca pacit y th at it  would pro vid e is eig ht tim es
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greater than is now contemplated for forthcoming satellite repeaters— although 
the cost of placing it in orbit would not differ greatly from that of the lower 
power satellites. Looking to the future, the use of high power promises to re
duce the problem of using the frequency spectrum most economically and to keep 
cost at a reasonable level as we increase the size and capac ity of our spacerelays 
to cope with growing traffic demands.

EC ONOM IC  FACTORS IN V O L V E D  IN  SA T E L L IT E  COM M UNIC ATI ONS

In our study of the economic aspects of communications satellite  systems, we 
have reached these conclusions:

1. Projections of growth in international telecommunications traffic indi
cate that channel requirements will exceed installed and presently planned 
cable and radio facilities by  1965. For the growing traffic load thereafter, a 
satellite system promises substantial ly more economical operation than does 
any other known means.

2. When the initial investment in a satellite system is compared to pro
jected traffic growth, it appears that  most of a decade m ay elapse before the 
satellite enterprise overcomes its losses and begins to show reasonable earn
ings. This, however, is in the pattern of pioneering in electronics. Such 
great industries as radio, black-and-white television and color television all 
required heavy research investments and years of introductory costs before 
they  became profitable.

3. The synchronous sa tellite system, when in full operation, promises to be 
substantially more economical than the low-altitude system, including the 
cost of satellites and ground stations and the cost of operation. Conse
quently , the rates the public would be required to pay for service would be 
lower with the synchronous system.

R EA SO N S FO R  U SE  OF BOTH  T E C H N IQ U E S

Our technical and economic studies indicate so many important advantages in 
a synchronous satellite system that  the question arises as to why attention is 
being given to low-altitude techniques. The reason is the urgent national objec
tive of developing and demonstrating satellite communications at the earliest 
possible date. Single, low-altitude satellites can be placed in orbit by existing 
rocket boosters. Thus, it appears that  a few satellites— as distinct  from a com
plete low-altitude system— can be placed in operation sooner by applying and 
extending our present know-how" and equipment. However, the problems of 
multiple-launch and multiple-ground access to a single satellite must still be solved 
before a low-altitude operating system is practical.

The situation today is one in which our national requirement for early achieve
ment o f an operational communications satellite system demands that we proceed 
more rapidly than we might if we were guided by commercial considerations alone. 
From the purely economic business standpoint, it might be desirable to move 
directly to the synchronous system which appears to offer so many significant 
economic and operational advantages.

In the circumstances, howrever, it is v itally important that wre proceed as inten
sively as possible with the low-altitude experiments in order to achieve our national 
goal. Ye t at the same time, equal emphasis should be maintained on the planned 
experiments with synchronous satellites, in the realization t hat these may provide 
us with a better long-term solution to international communications needs. 

SU MM AR Y- OF  R CA ’ S PO SI TI ON

In conclusion, I wish again to emphasize that  the paramount national need 
today is for the swiftest possible development of a practical operating satellite 
communications system.

On behalf of RCA,  I pledge our best efforts in cooperation with all of the inter
ested Government and non-Government organizations to work toward an early 
and satisfactory solution of the complex problems involved in achieving our 
common goal.

Mr. Younger. I want to join with the chairman, General, in 
welcoming you back to the committee.

I deeply appreciate your technical advice on this very impor tant 
question.
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I notice that you have touched on a point here which probably 
the committee will not be in a position to decide, and tha t is the 
system of satellite communication which is to be used.

You do not anticipate tha t that will be a par t of the legislation, do 
you?

Mr. Sarnoff. No, sir, I  do not.
In general, I agree on that point with the statement of Mr. Webb, 

and I favor the experimentation and development with all these 
systems.

I think we are in need of furthe r research and development.
Mr. Younger. And, as he stated, the high-alt itude system, which 

you and your scientists seem to  favor, would probably be 2 to 3 years 
in coming into being.

Now, in the meantime, do you think it would be well to  have or to 
experiment or to put into operation the low-altitude  communications 
system of satellites?

Mr. Sarnoff. Yes, sir.
I favor going right ahead with the system tha t is nearest ready to 

render service, but I do wan t to point out, if I may, tha t, in my view, 
the low-altitude system, when envisaged from the standpoint of a 
global communications service, will not be ready any sooner than  a 
synchronous, high-alti tude system can be made available for a global 
service.

That does not mean that  we should not go ahead with what is 
immediately ready, but  we should do so wi th the understanding tha t 
we are doing it because of the national necessity and the national 
justification for going full speed ahead, with which I am in full con
currence, but not necessarily for a commercial reason.

And we should also bear in mind tha t if we go ahead with 40 or 50 
low-altitude satellites and the ground stations working with them, t hat , 
by the time they are up, it will be obsolete, because I have no doubt 
that the synchronous system will obsolete the low-altitude system.

Mr. Younger. Do you think it would obsolete the ground stations?
Mr. Sarnoff. Yes.
We would only need a much more modest groud station  for a 

synchronous satellite system of communications than we do for a 
low altitude. You should not need the tracking  and data  of all sorts.

Also, you would be able to have multiple communications; that is, 
all ground stations could operate through their  synchronous satellite  
simultaneously, whereas, with the low altitude, you might have a 
station-to-s tation  operation.

Mr. Younger. Your RCA Communications Corp, has been in the 
communications field for some time. Do you own your own system 
or do you jo intly own with other companies some of the communica
tions system?

Mr. Sarnoff. We own all our system in th e United States, but the  
corresponding stations abroad are generally owned by the foreign 
governments or foreign adminis trations that operate  them, and tha t is 
true of all other  carriers as it is of us. But what we operate in the 
United States  as a communications system, we own completely.

Mr. Younger. Have you had any difficulty in operating joint ly or 
in connection with other communication companies?

Mr. Sarnoff. Well, no difficulties.
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We have competitive struggles, but no difficulties. If we stay where 
we belong on the line and they stay  where they belong, that  is, so far 
as the law is concerned-----

Mr. Younger. No more than just  the ordinary, good, American 
system of competition?

Mr. Sarnoff. That is right.
We have friendly personal relations with all of them. We do not 

regard them, and 1 hope they do not regard us, as anything but vigor
ous competitors.

Mr. Younger. If all of the companies in the international com
munications system join in this Corporation, do you anticipate any 
difficulty of operation?

Mr. Sarnoff. I do not anticipate any difficulty of operation be
tween the carriers themselves. I do think tha t there are built-in 
difficulties that  will become more apparent as the system is developed, 
because the carriers, themselves, while participants in the satellite 
system, are also competitors with that  satellite system.

In other words, if you want to send a message from New York to 
London, let us say, you have several ways to send tha t message. 
You can send it over RCA or I. T. & T. or the cables owned by the 
telephone company.

Now, when you file tha t message, the question of whether it is 
sent over any of these systems or sent over the satellite affects the 
amount of tolls which the sending organization retains. In other 
words, the cost of that message has to be split up between the various 
elements of the facility, and only half of it generally comes to the 
American side. The other half goes to the correspondent on the 
other side of the ocean.

Now, the determination of whether  that message will be sent by radio 
or cable or satellite, therefore, becomes a problem. Each company, 
in the nature of things, will, of course, want to send tha t message over 
tha t system which gives the best service, but retains for itself the 
largest' portion of the tolls. That is a built-in system. It is inherent 
in the situation.

I do not think that it goes to any philosophy of opposing the or
ganization of a satellite corporation, because I think that has to be 
done.

Mr. Younger. Do you think tha t the FCC, by regulation, could 
properly regulate the distribution of those messages in a fair and 
equitable manner?

Mr. S arnoff. I do not see how it could, because if you are going 
to have competition, it is the  function of each company to a ttra ct as 
much traffic over its circuit as it possibly can, through service, through 
rates.

Certainly the FCC could regulate the rates, and will regulate 
the rates, but that  is only one aspect of competi tion; and if they said 
that each method of communication should have X percentage 
of the total volume of the traffic, that  would not be private, compet
itive operation, nor would t hat  be a good thing to do.

What I am saying, sir, or trying to say, is that I am in favor of 
proceeding with the satellite organization and the establishment of 
a satellite system as quickly as practicable,  and I am merely trying 
to call a ttention to what I foresee as a future possible development: 
namely, tha t if what I have said so far proves to be so in ac tual prac-
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tice, we may arrive at a point where consideration may have to he 
given to uniting all the international  carriers into one entity , whether 
it be the satellit e organization or any other organization, and that 
you would then have a legalized monopoly in the international 
communications field as you have a legalized monopoly now in the 
domestic telephone field.

1 am not submitting this as a recommendation for consideration 
this morning, but I do call attentio n to what I think will be the in
evitable result of the setup that we are contemplating with the 
satellite organization.

Mr. Younger. Do you antic ipate  tha t the satellite system will 
be speedier than the present system of cable and wireless?

Mr. Sarnoff. Well, it is not  so much the speed at which it can 
transmit, but the places in the world which it can cover that cannot 
be reached bv cable.

On the whole, I should expect that  when the satellite system reaches 
a state  of perfection or at least a state  of practical development on 
an operational  basis, tha t it will be able to do many things tha t the 
cables and the radios will not be able to do; t ha t is, the present cables 
and radios.

For example, it will be more flexible. You will be able to talk and 
record, have printer  service, television service, data processing service, 
all simultaneously.

You cannot do that over any existing cable today, nor are the 
present radio circuits either fully equipped or authorized to supply 
all these multiple services.

Mr. Younger. Do you think, then, tha t the capabilities of the 
satellite system might determine the method by which the particula r 
message would be sent by a communications concern?

Mr. Sarnoff. Yes, sir.
But I can also foresee the possibility tha t the satellite communica

tions service will be so successful—and I hope it will be—will be so 
flexible, so universal, so flexible in its multiplicity of services, that the 
so-called conventional methods of communication, while they may 
still be retained and still may have a function, because anyth ing tha t 
exists can do something, they may become the horse-and-buggv 
element of the interna tional communications system as against the 
satellite system.

Mr. Younger. Yesterday, Mr. Beirne made one suggestion to us, 
and I am wondering if you would concur in his views. He said tha t 
we should be far more concerned with the service th at this communi
cation satellite system would render to the public than we are with 
the method by which it is financed.

Mr. Sarnoff. I would agree in principle with that . Speaking for 
my company and my own view, I am more concerned with getting 
the satellite into operation as quickly as possible, and having the 
right to make the maximum use within its capability , than I am with 
the specific elements of ownership.

Mr. Younger. That  is all, Mr. Chairman.
'Phe Chairman. Mr. Dingell, any questions?
Mr. Dingell. Than k you, Mr. Chairman.
General Sarnoff, I want to commend you for a very fine and very 

helpful s tatem ent today.

82059— 62 — pt. 2----- 22
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I am interested, you indicated tha t you support and favor private 
ownership of this company, as do I. I am sure you compared the 
provisions of H.R. 10115, the administ ration bill, with some of the 
other  suggestions that have-been made in this field. Am I correct in 
understanding tha t you suggested to the committee tha t you favor 
ownership being limited to carriers alone and not having public 
participation?

Mr. Sarxoff. No; tha t was not my sta tement.
First , I agree with what you have said. I favor private ownership.
Mr. Dingell. Yes, sir.
Mr. Sarxoff. Secondly, I recommend strongly that the carriers, 

the private camel’s, have t he right to build their own ground stations.
Mr. Dingell. Yes, sir.
Mr. Sarxoff. I do not object to the satellite company itself hav

ing the right to build such ground stations  as it may find necessary 
or desirable. I make no particular  point about that provided the 
communication camel’s also have the right to own and operate 
ground stations.

J have no objection to the  public being given the right to participate 
in the stock ownership, as well as the carriers.

Mr. Dingell. General, i t would be fair to infer tha t, of course, the 
carriers should be perm itted  to participate in ownership. This 
would be fair and appropriate . Do you feel tha t it would also be in 
the public interest to have the public participate, permit ted to partic i
pate  in the ownership of the space satellite communications system?

Mr. Sarnoff. 1 think, sir, tha t it would be fair, provided tha t the 
public was given a clear statem ent,  an understanding, tha t this invest
ment is in a project which is still in a state of research and development.

Mr. Dingell. Highly speculative?
Mr. Sarnoff. It is a speculative one. But anybody that buys 

stock almost in any enterprise  is speculating. When people bought 
stock originally in the Radio Corp, they were taking  a chance, too, 
or in any other company.

Mr. Dingell. Or the transcontinen tal railroads which were set 
up under somewhat similar circumstances?

Mr. Sarnoff. This is a pioneering effort. This is an unfinished 
product,  if you are talking in merchandising terms. I see no objection 
to the  public being permit ted to participate, provided the public is not 
making an investment on the theory that  this is being guaranteed by 
the Government of the United States, or tha t this is being recom
mended by the Congress or by the President or by anybody else. That  
would be most unfortunate .

Now, we must take into account, however, tha t when the public is 
offered an opportunity to invest, they do not always give the maxi
mum consideration to all the  points involved in the investment and 
the risk.

Therefore, I urge tha t if the public is to be invited to participate, 
that  it be made perfectly clear to them that they are investing in a 
research and development project  which gives every reason for hope 
that  it will be successful. I have no doubt that it will be ultimate ly 
successful.

But  I  do not think I am wise enough and I do not  believe anybody 
else is wise enough to say now that  i t will be profitable x years from 
now, 1 year, 2 years, 3 years, or 5 years. It  depends on too many 
unknown elements.
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Mr. D ingell. Of course, in the private enterprise system, it is 
traditional tha t when a citizen goes out  and invests money, he pur
chases by his investment an opportuni ty to participate in profits, 
or, frankly, to buy a good-sized hunk of the  losses, if his investment 
does not pan out.

This is traditional  in the system.
Mr. Sarnoff. It  is.
But it is also traditional th at  when he does that, he is investing in 

the system, in what he calls management, in who is the head of that 
show.

Now, in this case, he may  think that he is investing in the 
President of the United States, in the Congress, and in the others.

Of course, we know tha t that  is not the case, but all I suggest is 
tha t we make it perfectly clear tha t if the public is to invest in this 
enterprise, tha t it is not being guaranteed  by the Government or any 
officer of the Government any return  within a certain specified time.

But I have no objection to the public partic ipation.
Mr. Dingell. Do you feel, General, tha t the truth-in-securit ies 

laws and the other laws and regulations of the SEC insofar as the 
prospectus in the offering and the other things will be adequate to 
furnish this kind of warning  and notice to the ordinary investor, if 
we permit the ordinary investor to participate?

Mr. Sarnoff. I should hope so.
I see no reason why the SEC could not be as meticulous and as 

careful in this si tuation as it is in other situations.
Mr. Dingell. General, thank you very much for your  help.
The Chairman. Mr. Kornegay?
Mr. Kornegay. General Sarnoff, I would jus t like to thank you 

for a very fine statement and the excellent explanations of your posi
tion and advice in connection with this matter.

There are two or three of the technical aspects which you have 
mentioned which I would like to ask you about  and see if my thinking 
on i t is correct.

Tha t is the difference between the synchronous system and the low- 
altitude system.

It  has been sta ted that  in the synchronous system the job could be 
done with three satelli tes, which would be stationed in a fixed position.

Actually, they would be turning at the same ratio of speed as the 
earth, is that correct?

Mr. Sarnoff. Th at is correct.
They would be in the same position with reference to the earth.
Mr. Kornegay. Now, in your statem ent, I believe it was suggested 

tha t one be placed over the Atlantic Ocean, one over the Pacific Ocean, 
and one over the Indian  Ocean in equatorial orbit.

Suppose someone in Washington was calling Tokyo and wanted 
to go by way of satellites?

How would th at be routed?
Mr. Sarnoff. Assuming tha t we had a ground station, let us say, 

in the Pacific or in San Francisco or, for tha t m atter,  a ground stat ion 
anywhere in the  United States, you would pick up your ordinary tele
phone. You could be connected to that ground station , and that  
ground station would send your voice up to the satellite, and the satel 
lite would relay  i t down to the receiving station  in Tokyo.

You would no t know what particular intervening steps were being 
taken.
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So far as you are concerned, you would be talking the  same way you 
do now.

Mr. Kornegay. Yes. I understand that , but my point is, I see 
no problem where the two points are covered by the same satellite, 
but when you go beyond the horizon of tha t satellite, as you would 
by going to Tokyo or some o ther point, say, on the opposite side of 
the earth, would it go, say, to one satel lite from the ground station, 
from the satellite back to another ground stat ion, and then up to the 
next satellite?

Mr. Sarnoff. No.
I think it would go to the ground station tha t was within the area 

of communication of tha t particu lar satellite, and, of course, you 
would have a central control which would tell you at all times what 
that  area was.

Mr. Kornegay. You only use one satellite in any single trans
mission?

Mr. Sarnoff. Yes.
Or you might use the other, if it was on the other side, so that  you 

needed i ts extra range. But,  generally, the routing would be from a 
central point, using whichever satellite was within the area that you 
would want to reach.

Mr. Kornegay. In the case of the low-altitude satellites, they 
could be used only as they came over the horizon?

Mr. Sarnoff. Tha t is right.
Mr. Kornegay. Until they go back below the horizon. It  would 

be a process of shifting from one to another as they came over, is 
that  right?

Mr. Sarnoff. That is right.
And you would also have to know where tha t particu lar moving 

satellite was at  any moment, so that  you would have to track it all 
the time.

Mr. Kornegay. Yes, sir.
Mr. Sarnoff. And then you might have to use two, three, or four 

stations in order to reach the particula r destination, and to do t hat  
with a multiple series of services would be very difficult. That has 
not been done vet, whereas with the synchronous system you could 
go on with multiple services.

Mr. Kornegay. And the  low-altitude system could not be called 
a complete system until you had enough satellites in orbit to have 
one in view at all times in any one spot, is that correct?

Mr. Sarnoff. That is right.
And no one knows exactly ye t how many tha t would be. We have 

heard the figure 50 or 60, and others have said 100, and so on.
We will only know tha t definitely when it really becomes opera

tional. That is why I made the statement I did before: That by the 
time you find all this  out, by the time you build all these satellites 
and tracking  systems and methods, mind you, on a global scale, I 
think you could put three synchronous satellites up just as fast or 
faster.

Mr. Kornegay. Let me see if this is correct.
Actually, the satellite would be used only during half of the time 

tha t i t was in view or maybe slightly less than half, is tha t correct?
Mr. Sarnoff. That is correct, the side within view.
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Mr. Kornegay. In other words, yon have got to pass the point 
directly overhead. Suppose you were sending a singal to England, 
it would have to pass overhead to talk, say, from Washington to 
London, or for a television show from Washington to London, that 
satellite would have to pass over Washington before it could be utilized 
for transmitting?

Mr. Sarnoff. Well, not necessarily over Washington, but over the 
area of its range.

Mr. Kornegay. Yes.
Mr. Sarnoff. Of its capability .
Mr. Kornegay. We are sending from Washington.
Mr. Sarnoff. Yes.
Mr. Kornegay. From the point of origin of the communication.
Mr. Sarnoff. But  you could send your message or your  voice from 

Washington by ord inary telephone to the s tation tha t is nearest to the 
area covered by tha t satellite.

Mr. Kornegay. The ground station?
Mr. Sarnoff. Yes, the ground s tation.
Mr. Kornegay. I see.
Mr. Sarnoff. Tha t is why I have been stressing-----
Mr. Kornegay. I should have made my question clearer. I mean 

passing over the ground station.
Mr. Sarnoff. That is right.
Tha t is why I have stressed the importance of interconnection, 

because unless you had flexible interconnection, you could not achieve 
this form of service.

Mr. Kornegay. It would be far more expensive to operate?
Mr. Sarnoff. Oh, yes.
Mr. Kornegay. To create and operate the low-altitude satellite 

system than it would be a synchronous system?
Mr. Sarnoff. Tha t is right.
Mr. Kornegay. Thank you, sir, very much.
Tha t is all, Mr. Chairman.
The Chairman. Mr. Sibal?
Mr. Sibal. General Sarnoff, is it your feeling that your corporation 

and other carriers would participate financially to the same extent if 
you did not have voting rights in the new Corporation?

Mr. Sarnoff. So far as my company is concerned, I cannot speak 
for others, we would be willing to invest regardless of whether we had 
the voting lights  or not.

Mr. S ibal. To the same extent?
Mr. Sarnoff. To the same extent.
Mr. S ibal. You raised the point which has been bothering me for 

some time, and that  is how we could, in effect, invite public investment 
in this Corporation and, at the same time, overcome the problem of 
making them feel that,  somehow, in some way, this was secured by 
the Federal Government , this investm ent, and if things went wrong, 
that it would not let them lose their money, particu larly in a bill 
where controls and responsibilities of the President are set forth so 
clea rly.

Do you think it can be done, really, based on your experience in 
communicating with the public?

Mr. Sarnoff. I think tha t the President has made a very c lear and 
a very fair statement  on the subject. Every  time you refer to it, he
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calls attent ion to the fact tha t this is in the developmental stage and 
it would require some time.

But if you ask me whether it can be made clear, I think it can cer
tainly be exposed more widely by public relations and bv statements 
and so on.

But you and I know th at the only thing tha t a person remembers 
when you give him a tip to buy stock is where he loses. Where he 
makes, he never remembers.

Mr. Sibal. Thank you very much.
The Chairman. Mr. Dominick?
Mr. Dominick. General Sarnoff, I want to join the rest of the 

committee in expressing our appreciation for your coming and making 
such a fine statement.

In the process of your statement, you said tha t you thought that 
the Satellite Corporation should also have the right to own its own 
ground stations.

Were you thinking in terms of oversea ground stations or domes
tically or any place?

Mr. Sarnoff. I was thinking of any place, because it  may need to 
own i ts ground s tation for technical and service reasons of integration, 
and it may need to own a ground station abroad where there is no 
commercial reason for installing it, but  there may be a national 
reason for doing it.

I should hope tha t the major portion of the traffic, so far as the 
ground stations were concerned, would be handled by the privately 
owned ground stat ions.

But, on the other hand, I would not feel justified in excluding the 
Satellite Corporation from the right to own ground stations. I may 
also take  advantage of this oppor tunity, sir, if you will permit me, to 
try and clarify this  point.

I have read most of these bills. I would not say all of them because 
I do not know how many there are. And everywhere the question of 
the ownership of ground stations is mentioned, I find fuzzy and un
clear, ju st as I find the language relating to nondiscriminatorv use of 
facilities fuzzy and unclear.

And I  hope that in any legislation that is passed, tha t those things 
will be spelled out so tha t we really know what we mean by a ground 
station  and by nondiscriminatorv use of the satellite system.

Mr. Dominick. General, in 10115 there are specific provisions in 
here making it a violation of the  act in the event the Board of Direc
tors or the officers of the Corpora tion violate section 102.

There are also provisions in the act which permit the President or 
one of the other governmental agencies to require that service be made 
to underdeveloped countr ies in other areas of the world which are not 
now served.

Those requirements make the investment, in my opinion, more 
hazardous than it otherwise would be.

Would you agree with t hat?
Mr. Sarnoff. Well, in general, I would say if you are looking at 

it purely from the investment standpoint, yes. But if one is in the 
business of communications, particularly international  communica
tions of this scope, certain regulations cannot be opposed; they must 
be accepted and must be recognized.
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I think the proposed bills go a l ittl e further than anything I have 
seen before.

After all, directors can set the policy for a company, but directors 
cannot operate  a company.

If the directors begin to actually operate a company, that is the 
time to get out of it.

Mr. Dominick. Is it not also t rue, General, tha t in this particular 
bill the directors do not even set the policy of the company?

Mr. Sarnoff. Well, if they are not to operate and if they are not 
to set the policy, then I guess we will have to invent  a new name for 
them. They will not be directors.

Mr. Dominick. Tha t is m y feeling, too.
Tha t is all, Mr. Chairman.
The Chairman. General, I believe you said RCA Communications  

is a wholly owned subsidiary of RCA?
Mr. Sarnoff. Yes, sir.
The Chairman. Tha t is t rue.
I believe RCA Communications is regulated by the FCC?
Mr. Sarnoff. By  the F CC; yes, sir.
The Chairman. RCA is not?
Mr. Sarnoff. RCA is not in the public util ity business, itself.
The Chairman. Yes.
Mr. Sarnoff. Therefore, it is not regulated in that  way, although 

I may suggest, sir, that we are not suffering from any lack of regu
lation.

The Chairman. General, could you indicate what percentage of 
the total corporate investment in RCA is invested in RCA Com
munications?

Mr. Sarnoff. We have an investment of approximately $50 million 
in the RCA Communications. Our tota l assets are $943 million, of 
which $50 million, roughly, are in the communications end.

The Chairman. If your investment in the Satellite Corporation is 
included in your rate  base, it would be included in the rate base of 
RCA Communications, the corporation which is engaged exclusively 
in the international communications business?

Mr. Sarnoff. Yes, sir.
The Chairman. Th at would be your intention?
Mr. Sarnoff. Th at would be the intention, and tha t is the only 

place where we could include it.
The Chairman. This may not be the appropriate question to you. 

and if you do not  care to comment, why, you should so indicate.
Should the other carriers engaged in domestic and interna tional  

communications be permit ted to include their satellite investment in 
their combined rat e base invested in domestic and internationa l 
service?

Mr. Sarnoff. Well, sir, I think, when we ta lk of the rate base, we 
are talking of a fixed amount upon which the FCC authorizes a cert ain 
rate to be established.

Therefore, whe ther i t be in our case or in any other case which may 
be consolidated with the rest of their business and have no separate 
subsidiary, nevertheless, they would not be permitted to include that 
investment, except in the portion of the ir total  assets t hat  are appli
cable to the communications business. That is the only place they 
could do it.
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The C hairman. I think it is a very good sta temen t and I am glad 
to have it. It is just about as c lear as any I have ever heard on the 
subject.

You are familiar with the ad hoc committee?
Mr. Sarnoff. Yes, sir.
The Chairman. I believe your company was a member of the com

mittee?
Mr. Sarnoff. Yes, sir.
The Chairman. And 1 assume, from your statement here today, 

that you feel that there should be some modification of what tha t 
committee recommended with reference to the stock ownership?

Mr. Sarnoff. I do, sir.
At the time of the ad hoc committee, the proposals of this  bill were 

not before us.
The C hairman. Yes.
Mr. Sarnoff. Or before anybody, so tha t my observations today 

relate to the  various bills that have been proposed, ra ther than limited 
to the ad hoc committee recommendations.

The C hairman. I am glad to have your views on this to clear it up. 
We have had comments from three, I believe, of those who served on 
the ad hoc committee thus far. But we have not heard from these six.

General, you have been exceedingly helpful to the committee. 
You have given us a very  fine sta tement here today. We are grateful 
to you for taking the time from your busy schedule to come before us, 
recognizing, of course, the importance of this subject and the necessity 
of getting something that is right and appropriate start ed on this 
program.

For the committee, 1 want to thank you for your appearance and 
for your testimony here today.

Mr. Sarnoff. Thank you, Mr. Chairman.
I appreciate greatly the opportunity of appearing before you and 

expressing my views.
The C hairman. It is a pleasure to have had you with us. The 

committee will adjourn until 2 o’clock, at which time we will have our 
colleague, Mr. Ryan, of New York, and Mr. Daniel Cannon, of the 
National Association of Manufacturers.

It is the intention of the Chair to conclude these hearings this 
afternoon.

(Whereupon, at 12 m., the hearing was adjourned, to reconvene 
at 2 p.m., of the same day.)

A F T E R N O O N  SESSIO N

The Chairman. The committee will come to order.
We have with us this afternoon our colleague, Mr. Ryan, who is 

the au thor  of a bill on the subject, which is not before this committee.
He is interested in the subject, and may I say to our colleague we 

are glad to have you and we are glad to have your testimony.
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STATEMENT OF HON. WILLIAM FITT S RYAN, U.S. REPRESENTA
TIVE IN  CONGRESS FROM THE 20TH DISTRICT OF THE STATE 
OF NEW YORK

Mr. R yan. Mr. Chairman and gentlemen of the committee, 1 
appreciate the opportunity  to appear before this distinguished com
mittee and to discuss w ith the  committee some of the aspects which 
have concerned me concerning the question of communications 
satellites.

The spectacular developments  in space research and technology 
present us with brea thtaking possibilities in communications, naviga
tion, and weather forecasting. We are now at a point where operable 
communications and meteorological satellite systems are within reach.

A workable communications system is possible only because of 
vast expenditures of ta xpayer dollars on Government-financed space 
research. The benefits from these research billions should not become 
the greatest giveaway of the  nuclear age. They should not be turned 
over to a p rivate monopoly which will—

(1) Be dominated by A.T. & T., the greatest monopoly in 
our Nation today;

(2) Be immune to any meaningful regulation;
(3) Increase concentrat ion and facilitate conduct inconsistent 

with our ant itrus t laws; and
(4) Be inevitably inclined to lag in further research and de

velopment in order to preserve present huge investments in 
existing and contemplated facilities.

We must retain a flexibility of organization which will permit us to 
enter into international arrangements  in the best interest of the 
United States and of the entire world; indeed, the recent exchange 
between President Kennedy and Premier Khrushchev raises the 
possibility tha t cooperation with the Soviet Union in space matt ers, 
particularly in the question of communications satellites, may be 
feasible.

Do we want a priva te monopoly to handle or influence such inter 
national negotiations?

1 favor retention of the satellite communications system in the hands 
of the  Government where it can be most effectively utilized on behalf 
of all the people whose tax dollars have made it possible, and on 
January  25, 1962, I introduced H.R . 9907 to accomplish this by estab
lishing a Communicat ion Satellite Authority.

Tha t bill, I believe, is pending before the House Committee on 
Science and Astronautics, not this committee.

If we set up any of the private systems contemplated by the bills 
here under consideration before this committee, we shall be handing 
over to a pr ivate  monopoly a pa rt of our natura l resources whose value 
we cannot even begin to estimate.

I.  G O V E R N M EN T  E X P E N S E

Senator Russell Long has estimated that  so far our space efforts 
have come to about $25 billion. During  the years 1959-63, NASA 
and the Dep artm ent of Defense will have spent on space communica
tions alone over $470 million. The $470 million represent only 
communications technology. Most of the necessary research and
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expenditures will be on space technology. As John H. Rubel, 
Assistant Secretary of Defense, has said—and I quote him because I 
think this is an im portant quote:

Abou t 90 percen t, I would say,  of the problem associated with  the communica
tions satell ite system really  doesn’t have much to do with communications, 
Mr. Chairman. It  has to do with  launch  vehicles, it has to do with spacecraft 
th at  you put into orbit , it  has to do with controlling those spacecraft  when the y 
are up there  in orbit , it has to do with the life of electronic and mechanical eq uip 
men t in space. All of these are technologies and  techniques that  are being 
developed  by the De partm ent of Defense, partly  as pa rt of our  comm unications 
sate llite efforts, bu t not  exclus ively so * * * I jus t can’t  imagine th at  this  
kind of effort could successfully be undertak en by any organiza tion oth er than  
both the  NASA and  the  Departm ent of Defense * * * (hearing before U.S. 
Senate Committee on Aeronaut ics and  Space Sciences 87th  Cong., 2d sess., 
here inaf ter referred to as Senate  Space Committee, p. 462, Mar. 5, 1962).

And the vice president of Western Union has said:
Not  only speed bu t the  mere fac t of e stablishing such a system depends upon 

the amoun t and the  speed at  which the  research and  deve lopment under NASA 
are proceeding (hearings before Subcommittee on Monopoly of the  U.S. Senate 
Select Comm ittee on Small Business, p. 585, 87th Cong., 1st sess., here inafter 
refer red to  as the  Long committee, Nov. 8, 1961).

And jus t the other day Dr. E. C. Welsh of the  Space Council before 
this committee declared:

The  taxpayers have financed iu  excess of 90 percent of thi s space communication 
competence (sta tement,  p. 5).

Thus, it is clear tha t the American people as a whole, not the few 
companies contemplated by the private ownership schemes in H.R. 
10115, H.R. 9696, will have  put  up most of the money for making this 
system possible.

Moreover, as Under Secretary of State George McGhee said before 
the Senate Space Committee, on February 28, 1962, if a private cor
poration were set up:

The  Governm ent could never r ecover wh at moneys have  been  spe nt in this  field, 
which are very large (tra nsc ript, p. 260).

If the satellite system remained with the Government, its huge 
revenues could be used to pay for past and future research, as Dr. 
Wernher von Braun has suggested.

Not  only will the U.S. taxpayer lose the full benefits of the billions 
spent on space research, bu t he will have to pay for military, diplo
matic, and other governmental uses of a system which his tax dollars 
have paid for.

Moreover, extension of the system to underdeveloped areas may 
not be overly profitable. For such less or nonprofit able use, it appears 
the Government will have to pay extra. Thus, Dr. Henri Busignies, 
vice president and technical director of I.T.  & T., indicated before the 
Senate Space Committee (hearings before Senate Space Committee, 
p. 505, Mar. 5, 1962) that  if the Government wanted to provide 
service in underdeveloped areas for foreign policy reasons, the Gov
ernment would be expect to subsidize such service to underdeveloped 
areas. Thus, the private monopoly wants and seems to expect a 
gift of the cream but a subsidy for the skim milk.
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I I . G O V E R N M E N T  IN V O L V E M E N T

The Government will be deeply involved in the operations of this 
satellite system. Under both H.R. 9696 and H.R. 10115, the Gov
ernment would be required to:

(1) Furnish  launch vehicles.
(2) Launch  the satellites and provide launch crew and associated 

services.
(3) Consult with the private corporation regarding technical 

specifications for satellites and ground stations and in determining 
the number and location of such facilities.

(4) Coordinate continuing governmental research and  development 
with the activities of the private corporation.

(5) Insure  tha t the satellit e system established is technically com
patible with existing facilities with which it will interconnect.

(6) Insure tha t present and future access to the system on an 
equitable  and nondiscriminatory basis is made available to all au
thorized communications carriers.

(7) Preserve competition in the field of supplying goods and services 
to the corporation.

(8) Supervise any change in the internal  struc ture of the private 
corporation.

(9) Insure tha t opportunities  are provided for foreign partic ipation 
in the  system.

(10) Insure tha t the Corporation provides communication services 
to areas of the world where such services may be uneconomical, if it is 
determined tha t providing such services would be in the national 
interest.

(11) Regulate the ra temaking process.
H.R. 10115 also provides for extensive State  Departmen t super

vision of foreign negotiations.
With so much essential governmental involvement, why should the 

system be turned over to a pr ivate monopoly?

I I I .  PR IV A T E  M ONOPO LY

Let us not forget that  what H.R. 10115 and H.R. 9696 would es
tablish is a private  monopoly, not free enterprise. Two essential 
elements of free enterprise are a bsent: (1) competition, (2) risk capital . 
There will be no competition  because we canno t afford, either tech
nically or economically, to have more than one commerical satellite 
system. This Corporat ion will, therefore, be a governmentally 
created monopoly, contrary to all our traditions .

Second, there is no risk involved for any carrier investor since all 
of the carrier’s investm ent goes into its own ra te base and it can ge t a 
return on this investment from its own customers, regardless of what  
is happening with the Satellite Corporation. Such a governmenta lly 
created private monopoly is the exact antithesis of free enterprise.

The carrier investors in this private monopoly will not merely have 
a risk-free inves tment in a monopoly, but they will get a double retu rn 
on their dividend-paying stock. They will be able to put  the inves t
ment into their  rate base and immediately receive a fair re turn on that 
from their own customers. Then, when the Satellite Corporation 
star ts paying dividends, they will receive a dividend on this same in-
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vestment which is also in their  own rate base. And, of course, the 
American public will be paying for all of this.

IV. A.T. & T. DOMINANCE

Not only will the organization established by H.R. 9696 and H.R. 
10115 be a private monopoly, it will be a monopoly dominated by the 
most powerful monopoly in America today—A.T. & T.

This dominance will resul t from at least these factors: First, 
A.T. & T. will put up most of the money. At the ad hoc carrier 
committee, which included all the major carriers but General Tele
phone «fe Electronic, A.T. & T. indicated a willingness to put up some 
80 percent of the then contemplated financing—$65 million.

Second, many other carriers are currently  dependent on A.T. & T. 
for oversea and other long-distance cables. They are hardly likely 
to oppose A.T. & T.’s wishes.

Third, A.T. & T. will be by far the largest commercial user. Thus, 
it will be responsible for much of the Corporat ion’s revenues.

Limitat ion of directors is an illusory safeguard, as both Western 
Union and the Departm ent of Justice pointed out in tes timony before 
the Senate Space Committee. Assistant Attorney General Katzen- 
bach pointed out tha t the size of A.T. & T.’s financial interest was 
sufficient to insure its dominance, even without any directors. (Hear
ings before Senate Space Committee, 726, March 7, 1962.) Judge 
Leovinger has concurred, as has Western Union. (Hearings before 
the Long committee, 576, November 8, 1961.)

For these reasons the administrat ion bill would also permit A.T. & T. 
to dominate. It  could take most of the B stock, which will probably 
provide most of the early financing; it and few other large companies 
could jointly take 50 to 75 percent of the A stock. The combination 
of A and B stock, plus the other  factors of use and dependence on 
A.T. & T. facilities, will insure A.T. & T. dominance.

Instead  of further competition,  the proposed private  ownership will 
increase concentration.

V. PROCUREMENT AND COLLUSION

The Corporation will be buying equipment in enormous amounts. 
Most of the prospective investors are in the equipment business, either 
directly or through affiliates. As a m atter  of fact, of the communica
tions carriers, themselves, T.T. & T., and RCA are primarily manu
facturers ; 60 percent of General Tel’s revenues are from equipment; 
and A.T. & T. has a huge equipment subsidiary, Western Electric, 
from which it buys its telephone equipment. Only Western Union is 
not in the hardware business. These carrier-manufacturers  will 
almost certainly try to favor themselves or their affiliates in procure
ment. For this reason, General Electric and other purely equipment 
manufacturers have sought access to the “club” of investors, so as not 
to be frozen out.

Wider ownership will not eliminate this problem, as Chairman 
Minow noted, when he said:

Th e dang er  of such abuses is also inhe rent in un restr ic ted ownership (House 
st at em en t, p. 12).

It merely expands the “club.” The only way to insure truly 
competitive procurement is through Government ownership.
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Moreover, let us not forget that  the proposed system sets up a 
joint venture of companies who are currently supposed to be com
peting with each other. The other day FTC Chairman Dixon 
pointed out how similar such joint ventures are to a merger:

It  is really the  old “t ru st ” technique  in modern dress. The  damage  to com
peti tion  is clear cut, and,  if possible, the  move should be quickly halte d (Wall 
Stre et Journal, March 13, 1962).

Insofar as the international telegraph companies are concerned, 
Congress has refused to permit  such a merger for 19 years.

Under the cloak of this joint venture these supposedly competing 
companies will be able to avoid all competition with respect to their 
communications and manufactur ing activites  related to the satellite 
corporation. This cloak will also afford them numerous occasions to 
avoid competition in areas unrelated to the satellite operations. 
And, as Senator Kefauver pointed out 2 weeks ago before the Senate 
Space Committee—
if anyone has doubts abou t the  aversion to competit ion so prevalen t among 
bidders today, let him merely recall the  recent electr ical equipment cases—
which involved some of the most respected executives and companies 
in American business today.

Moreover, one of the great spurs to the satellite corporation to 
insist on the lowest purchase price—market competition—will be 
absent, for the satellite corporation will be monopoly and have no 
competition. It  will pu t the high prices exacted by its owner-sup
pliers into its rate base where they will ultimately be passed on to 
the public. Thus, the FCC found tha t Western Electric was over
charging its  parent, A.T. & T., and earning 10 percent on its sales to 
A.T. & T. (hearings before Long committee, 501-508 , August 11, 
1961). A.T. & T., of course, had put these overcharges bv its own 
subsidiary into its rate  base and passed them on to its customers.

Government ownership, on the other hand, would not merely avoid 
these problems entirely,  but would actually encourage competition, 
for it would make procurem ent and access available to all on an equal 
basis without the inevitable self-partiality and conflict of ownership 
inherent in ownership by suppliers.

V I.  R E SE A R C H  AN D D E V EL O PM E N T

Government ownership is also the only way of insuring maximum 
research progress. The private carriers, including A.T. & T., cur
rently have enormous investments in facilities such as cables and othe r 
long lines. A.T. & T., which laid one undersea cable in 1956, con
templates another in 1963. If the satellite system goes up quickly, 
and is used to capac ity—which is the only way to reduce satellit e 
rates quickly—these cables will become obsolete. Since the  first du ty 
of rational businessmen is to the stockholders to protect  the stock
holders’ inves tment , there will be “a lag in the development and actual  
use of means for making their present equipment  obsolete,” to use 
the words of Assistant Attorney General Katzenbach (statements  
before the Senate Space Committee, March 7, 1962, p. 5).

Moreover, it is very likely th at the first system to go into operation 
will be low orbit, which, almost all are agreed, should be superseded 
by the high-orbit system, which will be far more economical. The 
latte r requires far less satellites and will have enormous capacity .
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Once a private corporation invests hundreds of millions in a low-orbit 
system, its investors and directors will not be inclined to proceed 
expeditiously with research and development which will make equip
ment purchased by those hundreds of millions obsolete. Thus, 
regardless of what  p rivate inte rest owns the satellite, there will be an 
inducement to lag in research and development. Only the Govern
ment can afford to make the necessary investments  and ignore the 
obsolescence factor.

Nor is this failure to push the introduction of new techniques a 
fanciful possibility. Judge Loevinger and other witnesses before 
Senator Russell Long’s committee gave numerous illustrations where 
new techniques were either not developed or introduced (hearings 
before Long committee, 52-55, 319, Aug. 2-9, 1961). These 
include, for example, one-piece telephones, modern switching equip
ment, and the dial phone.

Furthermore, the profit-seeking corporation is not likely to invest 
in research and development in nonprofit or less profitable operations. 
It  may be for this reason tha t, contrary  to scientists and Government 
spokesmen, A.T. & T. ’s vice president and other carrier spokesmen 
insist on minimizing the revolutionary potential of the satellite system 
and insist on calling it merely another link in the presently existing 
communications facilities—merely a cable in the sky. As Mr. Katz- 
enbach said, before Senate Space Committee on March 7, 1962, for 
the indust ry to downgrade the system by calling it just another link 
does not indicate much interest in developing communications 
satellites as rapidly as possible.

V II . REGULATI ON

It  has been suggested tha t “Government regula tion” is the answer 
to some of the objections I have raised. But in the inevitable and 
ever-present  struggle between agency and industry,  the agency rarely 
winds up ahead. And the FCC’s record, with respect to A.T. & T. ’s 
rates, is far from exemplary. Senator Kefauver listed numerous areas 
where, and reasons why, the FCC’s regulation was of little avail.

Although FCC Chairman Minow tried to respond to this last week 
by pointing out what FCC was doing now, the record is clear. For 
years, A.T. & T. has been literally unregulated. How long will it 
take to begin regulation of the satellite corporation?

Moreover, let us see what  the FCC will do now. From 1955 to 
1960, A.T. & T. earned not the 6.5 percent a utility  is entitled to but 
from 7.3 to 8.5 percent. In 1959 and in 1960, A.T. A T. earned 7.9 
percent and 7.8 percent, respectively; i ts revenues in 1961 were the 
highest, ever.

Moreover, Chairman Minow spoke only about rates. The FCC 
has never had experience enforcing competitive bidding on procure
ment. As a matter of fact, A.T. & T. and General Telephone buy all 
their telephone equipment (except cables and wires in General Tele
phone’s case) from their own subsidiaries and affiliates. As the 
Supreme Court said in the RCA  case, 358 U.S. 334:
The Communicat ions Act was n ot inten ded to, nor did it save to  th e Commission 
any  au tho rity or power to decide upon an tit rust issues as such.
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In that case, the FCC has approved of a TV station exchange which 
was later held to violate the a nti trust laws. Is this the agency to rely 
on for vigorous and diligent antitrust  enforcement?

VIII.  WHY GIVE IT AWAY NOW?

In the event, why the grea t rush to give away the satellite system 
now? The first priority, as RCA and others have said, is to settle 
the technical question; then  we can determine organization. As Dr. 
Welsh has said, the lack of an organizational structure has not de
layed anything. How could it, since what is necessary now is space 
research, and tha t will be done by the Government.

Moreover, we do not even know how valuable this resource will be. 
We can always give it away; once we give it  away, however, we can 
never get it back.

IX. PRIVATE OWNERSHIP

The proponents of priva te ownership argue that the private com
panies have served the public interest by providing us a cheap and 
efficient communications system and tha t their experience should be 
utilized. But how much bett er and cheaper might it have been, as 
Mr. Katzenbach pointed out, if telephone service were not a protected 
monopoly? Is it efficient to hold up on introducing new techniques 
and developments? Is it in the public inte rest for A.T. & T. to earn 
between 7.5 and 8 percent consistently?

Full operation of a communications satellite system will involve 
innumerable internationa l negotiations, as well as other internat ional 
transactions. All of this  can only be done by the  S tate Depar tment .

CONCLUSION

Space is the greatest natu ral resource of our time.  We do not even 
know its vast potent ialities. Why, therefore, should we hasten to 
give away the fruits  of billions of taxpayer dollars to a private mo
nopoly owned and controlled by a few huge companies and dominated 
by the greatest and most powerful monopoly in America today?

Our great space achievements have been made possible only by the 
tax dollars of the entire  American people. The full benefits of these 
tax dollars should stay with the entire American people. Govern
ment ownership would insure tha t this public resource is preserved for 
the benefit of all the people.

I thank you, Mr. Chairman, for this opportunity to appear before 
this distinguished committee.

The C hairman. Does tha t conclude your  s tatem ent, Mr. Ryan?
Mr. Ryan. Yes, Mr. Chairman.
The C hairman. Mr. O’Brien?
Mr. O’Brien. I have one or two questions, Mr. Chairman.
Mr. Ryan, you say:
The benefit s fro m thes e resear ch billions shou ld no t be tu rn ed  o ver  to a pr iv at e 

monopoly.
The figure which we have had repeated to us in these hearings has 

been $175 million. You are not suggesting tha t all of the money we 
spent in our space endeavors is being turned  over to a private monop
oly, are you?
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Mr. Ryan. I am suggesting that  the communications satellite 
system is the product of the billions and billions of dollars that we 
have spent on space research and technology.

Mr. O’Brien. Yes; one of the apples on the tree.
Mr. Ryan. And that the $25 billion tha t has been invested by the 

Government is reflected in the technology and the techniques which 
make possible this system.

Now, as far as the specific appropriations for space communications 
alone, we find tha t between NASA and the Depar tment  of Defense 
to da te there has been spent some $471.6 million.

Mr. O’Brien. Yes; bu t-----
Mr. Ryan. Allocated directly to space communications.
Mr. O’Brien. Yes; but some of that  money, tha t $470 million, is 

for military purposes. It  would have been spent, in any event; is 
tha t not true?

The reason I am hammering on this question is the $175 million 
has been the figure tha t has been offered by people with widely di
vergent views here. Let us accept x dollars, then.

Mr. Ryan. Let me point out my understanding of the figures, 
because this may be important.

I understand from a review of the NASA authorizat ions for space 
communications alone tha t NASA, through—and this is through— 
fiscal year 1963, including the proposed 1963 budget, will have spent  
$212.6 million.

The Department of Defense will have spent the difference between 
that  and $471.6 million.

Mr. O’Brien. Y es.
Mr. R yan. Now, the Departmen t of Defense is spending money 

on the development of a communications satellite system of its own, 
the Advent program.

Mr. O'Brien. Yes.
And your  theory is th at a certain amount of the taxpayers’ dollars 

have been expended in this new field; tha t tha t is a compelling reason 
for the Government to run the business and obtain the fruits of this 
for the taxpayer; is that it?

Mr. Ryan. Yes, sir.
Mr. O’Brien. Then should not the Government be operating the 

airlines today under that  same theory?
Mr. Ryan. I do not  think the same reasoning is applicable. I 

believe that , as we proceed with the development of communications 
satellites, we are still going to rely upon Government research, 
Government development, constantly, to push this new revolutionary 
system forward.

Mr. O’Brien. Tha t is t rue in the air field, too, is it not? I mean 
the aircraft.

Mr. Ryan. To a certain extent, they have benefited by Govern
ment research.

Mr. O’Brien. To an extremely large sum of money?
Mr. Ryan. But we are star ting  here with an indus try——■
Mr. O’Brien. Yes.
Mr. Ryan (continuing). Which, from the very beginning—and this 

was not necessarily true of the aircraft indust ry—from its  initiation, 
the space communications satelli te system is u tterly dependent upon
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Government research, Government development, Government 
financing.

Now, the advanced research in aircraf t has come after the initial 
private  development.

Mr. O’Brien . Might I add, then—and I am not trying  to be 
facetious—the discovery of America was primarily the result  of 
Government expenditure; if I recollect, I think Queen Elizabeth 
hocked her jewels. Perhaps that  is a little far fetched, but, never
theless, there are many fields where the Government, for the good of 
the Nation, goes in; and from t ha t certain private things may develop.

Are you suggesting th at in any field where the Government spends 
a substantia l sum of the taxpayers’ money, tha t the Government 
should take over all commercial enterprises that would flow therefrom?

Mr. Ryan. 1 am suggesting tha t this is somewhat akin to public 
power.

Mr. O’Brien. Yes.
Mr. Ryan. And t ha t where we have a public resource such as this, 

the Government itself can retain ownership. In fact, where for the 
first time space may be profitable—this is the first area in which 
there may be any real retu rn for all of the investment—the Govern
ment could use this to pursue the program.

Mr. O’Brien. You think the Government operating these commer
cial, or what would be commercial lines in space, would be able to 
operate so inexpensively tha t the rates would be cheaper? That 
would be the ultimate benefit, as I see it, to the taxpayer.

Mr. Ryan. I think the Government would hold down the  rates.
Mr. O’Brien . Would hold them down?
Mr. Ryan. Because I would assume tha t the Government would 

lease to the carriers. Under my approach to this the Government 
would lease to the carriers the use of the satellites and would, there
fore, hold down the rates.

Mr. O’Brien . Yes.
Mr. Ryan. And there would be competition among carriers to see 

who was going to lease the facilities.
Mr. O’Brien . Let us go a bit further.
I know that when we are talking about  space, it is a brandnew field, 

and we are all having trouble getting  into it. But, repeatedly, you 
refer to this monopoly, A.T. & T. Now, there is no question about it, 
it comes very close to that.

But your references to it indicate tha t there is something sinister 
about it.

Why not carry your  proposal further,  if this is true, and have the 
Government take over the A.T. & T., its  present operations, and lease, 
perhaps lease the lines?

Mr. Ryan. It is well established that the business of telephone 
through cables and through lines is being handled by pr ivate indu stry , 
and I do not suggest that we should reverse that.  But what I am 
suggesting is: Tha t we are entering upon a brandnew field and a 
revolutionary concept that has been made possible by this investment 
of taxpayers ’ funds; that , if we reserve it to the public, there will be 
an overall public gain; and tha t we should not turn it over to private  
industry,  which will inevitably be dominated by the international 
common carriers; and, among the international common carriers, 
A.T. & T. has 80 to 85 percent control.

8205U—62—pt. 2-----23
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Mr. O’Brien. I think my difficulty in this field is this: That when 
we refer to the monopoly of private enterprise, we are inclined to 
think of three or four people sitting on money bags, as perhaps we 
had many years ago in the “robber baron” era of our country.

But I was quite interested  yesterday in the testimony of a man 
named Beirne, who said tha t lie was speaking for 840,000 employees 
of this great octopus to which you have referred. He also said—and 
I thought this was ra ther  significant—that quite a few employees had 
seized the opportunity of becoming stockholders according to their 
means.

I have heard an estimate that  the A.T. & T. has 2.5 million stock
holders. I think it goes beyond tha t.

If you belong to a pension system, for example, the  New York State 
pension system, I think you might find in the ir portfolio stock of the 
A.T. & T. or other large corporations, upon which the pensions of 
thousands  of people are dependent; tha t is, the earnings of those 
companies.

So I think, when we look at this in the narrow concept of govern
ment versus a few greedy individuals, tha t we are somewhat over
simplifying the whole picture.

I know the A.T. & T. comes close to being a monopoly, but I think 
it has to, because you just  cannot  have a thousand and one telephone 
companies operating and getting any kind of service, in my opinion. 
Tha t is bu t a natural thing.

One final question.
Do you not think that  this invasion of space for peacetime purposes 

offers the most clear-cut, most dramatic test of two diametrically 
opposed systems that  we have had since this space race began?

And when I say “two diametrically opposed system s,” I am refer
ring to the totalitarian system of Russia, where the Government says 
“go” and it is done, and the free enterprise system that  we speak of 
here.

Is there not such a te st in this matter?
Mr. Ryan. I think there is no question tha t the space shot with 

John Glenn and our whole development has shown the capacity of 
the American system to produce and to match anything tha t is done 
anywhere else in the world.

Mr. O’Brien . Yes.
Mr. Ryan. But I do not ignore the fact tha t this has also been 

done because of the vast investment tha t our Government has put 
into this, and that  the Congress has put  into it.

And when we realize th at 90 percent o r more of the funds which we 
appropriate for NASA go into research and development contracts, 
the interrelationship is clear.

Where we have this tremendous investment, where we are entering 
upon a completely unknown and unchartered area, it seems to me 
we should retain Government ownership and control of the satellite 
system.

Mr. O’Brien. Largely because it is new and unknown?
Mr. Ryan. I think tha t would certainly be a reason for not making 

any precipitous decision now.
Mr. O’Brien. I do n ot want to appear  to be arguing-----
Mr. Ryan. No.
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Mr. O’Brien (continuing). But I have had some observation in my 
work down here of Government  operation of business. I will mention 
two. One is the Alaska Railroad, and I would not say that it has 
been a s tartl ing success. The other has been—and the chairman will 
forgive me if I lobby a little  b it for a bill I have—the General Aniline 
Corp., which we control because we took it over af ter the war.

And tha t company I think  is doing a pre tty good job, but it is not 
doing as good a job as competing private  enterpr ise companies in that 
same field.

Tha t is why we are trying to get legislation through here to un
shackle and get the Government hand off.

I know we are arguing in a general way and not about  the bill but 
I do feel very st rongly tha t the thing tha t has captured the imagina
tion of the people, outside of the Glenn exploit, as much as anything 
else about  what is going on in space, is the realization that  what they 
thought was Buck Rogers is coming true;  that  they will be able to 
telephone somebody in London, bounce it off a satellit e; that one day 
they will have internationa l television; you will see a mob scene in 
some place in Asia while it is occurring.

I just  feel tha t here is a challenge that  we should meet with free 
enterprise.

If the Government gets in there, you will never get it out.
Mr. Ryan. One difference between one of the operations that you 

mentioned is that this, of course, will no t be competitive. The bills 
for private  ownership propose one private corporation to run it. 
There cannot be several competing systems.

It  is impossible economically to have more than one commercial 
system, at least for the foreseeable, longtime future.

The Department of Defense is constructing its own system, the 
Advent system.

Last summer before the Science Committee the Department of 
Defense testified t ha t it was perfectly feasible for the Advent system, 
as proposed, to handle both commercial and military channels and 
handle both kinds of traffic.

Now, I raise a question, which I think should be explored somewhere, 
as to whether or not there is duplication right there.

Mr. O’Brien. I have no fu rther questions, Mr. Chairman.
Th e Chairman. Mr. Younger?
Mr. Y ounger. No questions, because I think our colleague has 

fairly outlined his philosophy of government and ownership of 
corporations.

The Chairman. Mr. Dingell?
Mr. Dingell. Mr. Chairman, I want to commend my good friend 

and colleague from New York, for whom I have great affection and 
high personal regard, for a very fine s tatemen t today. He is a very 
valuable Member of the House of Representatives, very sincere, a 
man of great courage, integrity, and devotion to public interest. 
And I want to express to him a warm welcome and my warm good 
wishes  tod ay.

Mr. Ryan. Than k you very much, Mr. Dingell.
I certainly apprec iate your very kind remarks.
The C hairman. Anything further, Mr. Dingell?
Mr. Dingell. Noth ing further, Mr. Chairman.
The C hairman. Mr. Collier?
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Mr. Collier. Just  one question.
Mr. Ryan, do you believe all public utilities should be owned by 

the Federal Government?
Mr. Ryan. No.
I think I answered that when I replied to Mr. O’Brien. I think 

tha t what we should be concerned with here is a new development 
which has come about because of the Government investment and 
which will continue to develop only with a vast investment by the 
Government in research; and tha t, because of this investment, the 
Government should develop it, retain ownership, and, to the extent 
that it is prof table, recoup some of its investment which is going into 
other space areas which will never become commercially profitable.

Mr. Collier. Do you think  tha t should be the yardstick to deter
mine whether or not the Government should own any type of enter
prise; tha t is, the yardstick of what it has invested as a copartner, 
shall we say, in research and development?

Mr. R yan. I do not think  tha t this can be related to any type of 
enterprise. I am restricting my thoughts and my approach to the 
communications satellite system.

Mr. Collier. You mentioned public power, hydroelectric power. 
Do you think that all future hydroelectric power projects should be 
Government owned?

Mr. Ryan. 1 would have to approach each case on its own merits. 
The bill which 1 have int roduced in connection with communications 
satellites is modeled and patte rned after the bill which created the 
Tennessee Valley Authority  in terms of setting  up that kind of an 
authority  to own and operate the satellites.

Mr. Collier. So we should sit back and make a determination as 
to what industries or enterprises should be conducted in direct com
petition to the Federal Government, each on its own merit?

Mr. Ryan. No.
Mr. Collier. You said tha t, I didn’t.
Mr. Ryan. No; I think you are stating words which I did not 

imply or intend.
Mr. Collier. Then you do not think they should be?
Mr. Ryan. I think we have to approach each s ituation  as we face 

it, and I think tha t we are faced here with the problem of what 
controls should be exercised over a new, unexplored, revolutionary 
concept, and I believe tha t we should not certainly at this point— 
and my own feeling is that  we should not a t any point—turn  this over 
to a private corporation which is, in effect, a private monopoly, 
because it will be without any competition; it cannot  have any because 
of the economics of the situat ion.

Mr. Collier. You said we should approach each on i ts own merit. 
Up to there, we agreed. This was your statement, in dealing with 
public power projects in the future  and others.

Now, in approaching each on its own merit, I presume you mean 
there would be some that  you feel should be turned over to private 
enterprise and some tha t should not, is t hat  correct?

Mr. Ryan. I am not prepared to discuss anything but  communi
cations satellites today.

Mr. Collier. Tha t is all, Mr.  Chairman.
The Chairman. Mr. Hemphill?
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Mr. Hemphill. Thank  you, M r. Chairman. Did I understand the 
gentleman’s s tatement tha t he thinks tha t the space communications 
effort should be nationalized?

Mr. Ryan. I think i t is nationalized today. I think  it is a national 
effort. I think tha t is exac tly wha t it is. We are spending billions 
and billions of dollars in a national effort to conquer space and to 
reach the Moon, and, as a byproduct of this national  effort, we have 
the possibility of having global communications, television, radio, 
telephone, which will be almost instantaneous, depending on how fast 
this system develops.

Mr. Hemphill. But you said, as I understood your statement, 
tha t you are for all-out Government ownership?

Mr. Ryan. Of this  system.
Mr. H emphill. Tha t is righ t.
Mr. Ryan. Communication satellites.
Mr. H emphill. Which is what they all nationalization or socializa

tion, either one.
Mr. Ryan. I would think of nationalization as meaning the  Govern

ment moves in on something tha t is private enterprise  and takes it 
over.

Here we are dealing with something where neither the foundation 
nor the struc ture have been determined.

Mr. Hemphill. Is the gentleman aware of the fact tha t yesterday 
the president of the Communications Workers of America came in 
here and said he represented the thinking of the AFL-CIO  and said 
that  A.T. & T. and other carriers were ready; tha t the Government 
was a Johnny-come-lately; and tha t the Government, if it would 
just get out of the way, they  would put this thing into effect?

Mr. D ingell. If the gentleman will yield, I am delighted to see 
him looking to the AFL -CIO  for leadership, and I hope he will con
tinue to do so.

Mr. Hemphill. I have not yielded to the gentleman for facetious 
remarks. 1 was asking the witness a question.

Mr. Ryan. I have not read, nor did I hear, the particu lar 
testimony.

Mr. Hemphill. Now, l et us go one step further.  If we nationalize 
or socialize this effort, which is apparently your idea, then , necessarily, 
in order to effectuate the  communications which we desire, you are 
going to have to tie into the private  companies someplace, are you 
not?

Mr. Ryan. That is right.
I would say tha t the Corporation, which under my bill would be a 

Government corporation, would lease the use of the facilities to the 
common carriers.

Mr. Hemphill. With all the-----
Mr. Ryan. On an equal basis, so this would not interfere at  all 

with the private  conduct of communications as i t exists.
Mr. Hemphill. With  all the Government redtape  tha t would be 

involved?
Mr. Ryan. I hope there would be no more red tape  than is involved 

in any other matter.
Mr. H emphill. I think the Member of Congress would be aware of 

the redtape, would he not?
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Mr. Ryan. I think there  is redtape  in anyth ing tha t is large, 
whether it is private business or government.

Mr. H emphill. Turning  aside from that  a minute, the gentle
man said, as I understood it, is it in the  public interest for A.T. & T. 
to earn between 7.5 and 8 percent consistently.

What ceiling would the gentleman put  on the earnings of p rivate 
business in this country?

Mr. Ryan. I believe tha t where you have a ut ility—and this gentle
man is probably better informed on it than I am, as a member of this 
committee—that,  theoretically, there is a 6.5 percent ceiling for a 
utili ty such as A.T. & T.;  and tha t it is going over it. You are 
dealing with what is, in a sense, a government-regulated monopoly, 
anyway. So I think you have to distinguish tha t from private busi
ness, in general.

Mr. H emphill. Then does the gentleman say to the stockholders, 
whether  they be communication workers or not, of A.T. & T .: “I  
do not believe your company should under the private  enterprise 
system make a good profit?”

Mr. Ryan. The Government, itself, has laid down, as I under
stand  i t, a ceiling for a regulated utility, and in this case I believe it is 
6.5 percent.

Mr. H emphill. Why is not the Assistant Attorney General, 
whom you have quoted so readily, doing something about it, if they 
are violating the law?

Mr. Ryan. Tha t is a question for the FCC, and I think tha t the 
Assistan t Attorney General has expressed concern tha t the FCC is 
not providing the regulation which he believes should be provided.

That was my interpreta tion of his remarks as presented to the 
other  committees.

Mr. Hemphill. If we nationalize or socialize, as the gentleman 
would require under this legislation, of course, the Government would 
not pay any taxes to the Government; would it? If the Government 
owned it, the Government would not pay any taxes?

Mr. Ryan. Tha t is right.
Mr. Hemphill. But the private company would pay taxes; right?
Mr. Ryan. I do not know. I would assume th at-----
Mr. Hemphill. If they made any profit?
Mr. Ryan. I would assume that  in some fashion there would be 

some tax return.
Mr. Hemphill. The gentleman said he would set it up in the same 

manner as TVA.
Would the gentleman then say tha t the American taxpayer would 

then be called upon to furnish  billions of more dollars to its  support?
Mr. Ryan. The American taxpayer is doing tha t anyway. Tha t 

is the point I am trying to make in this whole situation: That  even 
if you turn this over to a private corporation, which is, in effect, a 
monopoly, because you would only have one under any of the bills 
tha t create a private  corporation,  continued research and continued 
development in this whole field is going to be a t Government expense.

The development of the kind of rocket launchers, the boosters to 
pu t this system into robit, if we are going to have a system which the 
experts seem to think best, tha t is a synchronous system with three 
satellites out some 22,000 miles, is going to be only through the 
Government and Federal expenditures.
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This private corporation is not going to develop it. It  will just get 
the benefit of it.

So what I am saying is the Government has created this, let the
Government keep it.

Mr. H emphill. As I understood the President of the United States, 
he said he thought tha t it ought to be a private  corporation.

Mr. Ryan. The President laid down a number of criteria and I 
think  tha t you can certa inly argue as to whether or not the criteria 
that  he laid down are met. I do not think tha t the concept of Gov
ernment ownership is inconsistent with the criteria which he laid down.

Mr. H emphill. If the A.T. A T. and the CWA says they are ready,  
has the Government said it is ready?

Mr. Ryan. The Government is way ahead of them. The Dep art
ment of Defense, with its Advent program, says tha t by 1965 it can 
have in orbit three synchronous satell ites ready for global communica
tion, and 1 think that  A.T. & T. is still talking about a low-orbit 
system, low-altitude system, with 50 or so satellites, which does not 
match  the projected performance of the other  system.

So I think the Government is way ahead of them, both NASA and 
DOD.

Mr. Collier. Will the gentleman yield?
Mr. H emphill. Certainly.
Mr. Collier. They will get the satellite in orbit, but, as you know, 

there is a great  deal more to making the communications system 
effective.

Now, is the Army also going to set up everything t hat  goes hand in 
hand with making it possible to use the satellite,  which is the object 
in orbit?

Mr. R yan. The Army is doing it today; the Department  of Defense 
is planning to set up its own communications satellite system, regard
less.

Mr. Collier. This  is for public use.
You do not think tha t the Army is going to set up a system for 

John Smith and John Doe, for the American public to use in this 
manner; do you?

Mr. Ryan. I would certainly think tha t the technology and the 
technique which is developed by the Army would be available to 
others.

As I pointed out before, the Department of Defense, itself, has said 
that the Adven t system, which it proposes, will be able to handle 
both commercial and military traffic. There is no reason why it 
should not be.

I have raised a question as to whether or not there is an area  of 
duplication here that possibly should be explored by some committee 
of Congress.

Mr. Collier. I thank the gentleman.
Mr. H emphill. Do you advocate  now a full Government owner

ship, absolute Government ownership, no stock? The Government 
owns every bit of it, tha t is what  you advocate?

Mr. Ryan. Are you talking abou t the satellites and the ground 
stations?

Under my proposal the Government would own and launch  the 
satellites.

Mr. H emphill. And the ground stations?



700 COMMUNICATIONS SATELLITES

Mr. Ryan. And it  would own the ground stations , although I left 
tha t question somewhat flexible under the bill. My belief is it would 
be best for the Government to own the ground stations . Then the 
facilities would be leasable to the private  communications carriers 
for use at rates set by the  Government, open competitively to all 
carriers.

Mr. Hemphill. I thank the gentleman.
Than k you, Mr. Chairman.
The Chairman. Mr. Ryan , than k you very much.
Mr. Ryan. Mr. Chairman, thank you very much.
The Chairman. The final witness will be Mr. Daniel Cannon. 

Mr. Cannon, you are the committee executive for the industrial 
problems committee of the National Association of Manufacturers.

STATEMENT OF DANIEL W. CANNON, COMMITTEE EXECUTIVE
FOR THE INDUSTRIAL PROBLEMS COMMITTEE, NATIONAL
ASSOCIATION OF MANUFACTURERS; ACCOMPANIED BY FRANK
M. SMITH, COMMITTEE EXECUTIVE, NAM COMMITTEE ON
MANUFACTURERS’ RADIO USE

Mr. Cannon. Yes, sir.
I have with me Mr. Frank  M. Smith, who is the committee executive 

of the NAM Committee on Manufacturers’ Radio Use, which is 
responsible for carrying on relations between manufacturing company 
radio users and the Federal Communications Commission. This 
testimony is presented on behalf of our association, which represents 
approximately  17,000 companies producing about  three-fourths of the 
goods manufactured in the United States.

As the committee is well aware, American manufacturing industries 
use domestic and internationa l communications facilities to a tre
mendous degree.

The committee has heard from Government and from the com
munications companies and various other interests, but we are pleased 
to have this opportunity to appear before the committee as repre
sentatives of American industry,  which is the largest user of inter 
national  communications and will be the largest users and customers 
of the additional internationa l communications facilities made pos
sible by the space satellite system.

Therefore, we have a natura l and extensive interest in proposed 
legislation on a space sa tellite  communications system.

Reflecting this interes t, both our committee on manufacturers’ 
radio use and our industrial problems committee have devoted atten
tion and study to this new field. On January 30, 1962, they recom
mended a statement of policy on this subject to the association’s 180- 
member board of directors. On February 16, 1962, the board unani
mously adopted the following sta tement:

SP A CE S A T E L L IT E  CO M M U NIC A TIO N S SYST EM

In the interest of facilitating international commerce, industry  believes th at a 
space satellite communications system should be developed promptly, and that 
the Congress should proceed expeditiously to enact such legislation as may be 
necessary to permit private  indu stry to provide such a communications system.

And we are higlily gratified that this distinguished committee is 
proceeding with celerity on these  complicated and important problems.
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In line with tha t policy statem ent , we are unalte rably  opposed to 
H.R. 9907 and H.R. 10629, which would create a new Government 
Corporation to construct, own, manage, and operate the communica
tions satellite system and to be known as the Communications Satellite 
Authority.

Rendering of commercial services by the Federal Government is not 
a proper governmental function and is highly undesirable.

In addition to this basic and  conclusive objection, an examination of 
these bills point up other of their undesirable aspects, such as:

1. By creating a str ictly  Government Corporation, these bills would 
deprive the enterprise of the  benefit of a Board of Directors made up 
of men experienced in the communications business. Neither the 
five so-called private  directors nor the four so-called governmental 
directors would be required to have any connection with the communi
cations business in any way, w ith the exception of the one representa
tive of the Federal Communications Commission. In fact, section 
5(k) of H.R. 10629 would require  tha t—
No Director may have any  financ ial inte res t in any  communication carrier cor
poratio n engaged in th e business of  “ wire communication s” or “radio communica
tions”  as defined in  the  Communications Act of 1934, as amen ded.
Thus, the enterprise would be unnecessarily complicated with po
tentia l so-called conflict-of-interest problems, which would be a sure 
way to discourage the best qualified persons from wishing to serve as 
Directors.

2. These bills would require t hat  the ground stations and associated 
ground control and tracking facilities located in the United States  
would be owned by the Government Corporation as an agent of the 
U.S. Government. These facilities would thus be exempt from Sta te 
and local taxation;  whereas, if they were private ly owned, they would 
provide a source of tax revenue to State and local governments.

3. Such a Government Corporation would not be subject to the 
corporate income tax, which presently has a top rate  of 52 percent, 
and thus this activ ity would not bear its fair share of the costs of 
National Government.

4. Operation of such a Government Corporation under the terms 
of these bills could involve immediately the outlay of a t least up to 
$50 million of appropriated funds and up to $150 million borrowed by 
the Corporation from the Secretary of the  Treasury; whereas a private 
corporation would not involve appropriated funds or Treasury bor
rowings for its operations.

5. Neither the rate s charged by the Government Corporation for 
the leasing of its channels  nor any other aspect of its operations would 
be subject to regulation bv the Federal Communications Commission; 
whereas the  operations of a private ly owned corporation in this field 
would be subject  to what we believe would be adequate and effective 
regulation by the Commission.

6. Enactment of either of these bills could open the door to potential 
duplications and conflicts in Federal Government policies, programs, 
and practices, since there would then be two operational Federal 
agencies carrying on programs in outer  space.

In general, it should be noted tha t the proposed creation of a 
Government Corporation requires a lengthy, complicated 25-page or 
36-page bill, all of which we view as completely unnecessary.
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Ou r association tak es no pos ition on the que stio n as to who should 
own a pr iva te  corporat ion  operati ng  a space sa tel lite com municatio ns 
system.  However, we do wish to make some comm ent s concerning 
H.R.  10 11 5 which was dr af ted by var ious agenc ies of the  executive 
branch . Although H.R.  10 11 5 provide s for pr ivat e ownersh ip of a 
“C ommu nicatio ns Sa tel lite Co rporati on ,” we believe that  it would 
au tho riz e Federa l Go ve rnme nt  int erv entio n into the busin ess affairs 
of the Corpo rati on to a deg ree incompat ible  with tra di tio na l pr ivate 
en terpri se business operati on  and  to a degree un wa rra nted  by  the  
necessiti es of the sit ua tio n.  It  should be k ept in m ind  t ha t, in essence, 
the  space satelli te com mu nic ations syste m rep res ents an imp roved 
me tho d of tra ns mitt ing in tercon tin en ta l com mu nications which are 
alr eady  being  tra ns mitt ed  by  sho rt-wave rad io and sub marine cables. 
One add ed fea ture will be the possibili ties for direct  in ter conti nenta l 
television bro adc ast s. Un do ub tedly,  the sys tem  will hav e mi lita ry 
and dip lom atic  uses j us t as ot he r means of co mm unica tion have. But  
the  effect iveness of its  mili ta ry  and  dip lom atic  use will depend on 
those who use it and the polic ies the y are pur suing.  Th e sys tem  will 
not  add new words to th ei r vocab ula ry,  grea ter profun di ty to the ir 
thi nk ing , nor  more  pow erful persuasiveness to thei r sta tem en ts.  
Th ere  is nothing so eso teri c or  sensitiv e about thi s means of com
mu nic ation  itse lf as to ju st ify  Fed era l domination of the  busin ess 
fun ctions of a pr iva tel y owned  corporat ion . It appears  evid ent  th at  
the  mi lita ry will develop an ind ependent space com municatio ns 
sys tem . The best ins ura nce of the  permanenc y and  success of a 
nonm ili tar y sys tem  is to lea ve  it free to make a com mercia l business  
success of itself  s ubjec t on ly  to tra di tio na l pub lic ut ili ty  regula tion .

Conse quent ly,  we find undes irable  provi sions, which would  be undue 
Federal  interv entio n, wh ere by  the Pre sident  of the  Un ited States  
would designa te the  inco rporators; stockh old ers  would be limited to 
vo tin g for not more tha n two  c andid ate s for me mb ership  on the Boa rd 
of Di rec tor s; res tric tions  would be placed on the vo tin g rights  and  
rig hts to receive div ide nds of one class of sto ck ; the  lim ita tion In the  
rig ht of inspection and copying  con tain ed in the  Di str ic t of Co lum bia  
Bus iness Corpo rat ion  Act would be elimina ted ; a lim ita tio n on the 
perce nta ge of stock owned by  a person  or co rpo rat ion  would be im
posed ; cer tain  sales of sto ck  would be mad e com pulso ry at prices  se t 
by  the  Fed era l Co mm unica tio ns  Comm issio n; the  Dep ar tm en t of 
St at e would  con duct or  superv ise  all negotia tions between the Corpo 
ra tio n and non dom esti c age ncies;  the  At torney  Gener al of the Un ite d 
St ates  would  exercise su pervi sory fun ctio ns through a power to  pe titi on  
the  distr ict  cou rts of the  Un ited St ates ; the  Pres iden t of the Un ited 
St ates  would  be specifically emp owered to plan, dev elop, and supervise 
the  establ ishment of the sy ste m; and  the  Pres iden t would des ignate  
wa tch dog or oversee r officials  of the  Go vernm ent who would hav e 
access to all books , record s, pap ers , corr espond ence, and  files of the 
Co rpo rat ion , the rig ht to at te nd  all sto ckholde r and boa rd mee tings 
of the  Corpo rat ion , and the responsibil ity , un de r the  terms  of the  bill, 
of ev alu ati ng  w hat  is be ing  done and wh at need s to be done.

In  general,  the fun ctions of the Presi dent set  fo rth in sect ion 201 
of H.R . 10115 are  so br oa d and sweeping th at th ey  would rea dil y 
preempt  all responsibi litie s of manag ement . Al tho ugh our  associat ion 
reco gnizes  t hat —
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Sta tutory  regu lation of cer tain  aspects  of priv ate ente rpris e is recognized as an 
essential function  of the  Federal  G overnment,  and as being in the  public intere st—•
we also believe tha t the utmost possible freedom of action is the  best  
guarantor of social, material, and technological progress, and of course, 
freedom of action is not possible unless Federal regulation is kept to 
an absolute minimum. The provisions of H.R.  10115 go far beyond 
the recognized appropriate relationship between a priva tely owned 
enterprise and the Federal Government’s exercise of proper and ad
visable regulatory powers.

The provision in section 201(a)(7) of H.R. 10115 th at the President 
shall—
so exercise his autho rity  as to insu re effective and  efficient use of the  e lectromag
netic spectrum and the technica l compatibili ty of the  system with  existing com
munications facilities both in the  United  S tate s and  a broad—
raises the question—and we believe it to be a serious one—as to the 
extent to which the President would be empowered to exercise regula
tory  functions previously entrusted by the Congress to the Federal 
Communications Commission.

The power which would be granted to the Attorney General of the 
United States under section 403(a) of H.R. 10115 to  petition  Federal 
distric t courts tocompel compliance with the policy declarations 
contained in section 102 further muddies the waters, since section 
102 contains declarations in favor of making services available “as 
promptly as possible,” providing global coverage “at the earliest 
practicable  date ,” providing such services to “economically less 
developed countries and areas,” “efficient and economical use of the 
electromagnetic frequency spectrum,” and “reflection of the benefits 
of this new technology in both  quality of services and charges for such 
services.”

And we ask the rhetorica l question:
How many managements and regulators would this enterprise 

have under the terms of H.R. 10115?
We appreciate this oppor tunity  to express our comments on the 

important  matters being considered by the Inte rsta te and Foreign 
Commerce Committee of the House of Representatives in regard to 
the proposed space satellite communications system, and respectfully 
urge the committee to report expeditiously a bill comporting with 
these comments.

Thank you, sir.
The Chairman. Mr. Cannon, thank you very much for your 

explicit, brief, and concise statement.
Mr. O’Brien, any  questions?
Mr. O’Brien. Mr. Chairman, I have no questions.
I would just  like to thank Mr. Cannon for rounding out what I 

think is a very excellent committee record on a highly controversial 
and complicated subject .

The C hairman. Mr. Younger?
Mr. Younger. Ju st one, Mr. Chairman.
Mr. Cannon, are you familiar with the testimony of Chairman 

Minow?
Mr. Cannon. Yes, sir.
Mr. Younger. Do you subscribe to the Corporation, the type of 

which he recommended?
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Mr. Cannon. No; I  have some feeling in general—and this is very 
broad—without get ting into  details, that  in my mind his thinking runs 
a li ttle bit too much toward overregulation.

Mr. Younger. You mean the one t ha t he recommended, tha t the 
Commission recommended to us?

Mr. Cannon. I mean in general——
Mr. Younger. I do not  mean 10115.
Mr. Cannon. Yes.
Mr. Younger. Because they did not  recommend tha t.
Mr. Cannon. You are referring to the specific question of the 

ownership of the Corporation?
Mr. Younger. That is righ t.
Mr. Cannon. Whereby they endorse the proposition tha t it should 

be owned by the communications common carriers?
Mr. Younger. Yes.
Mr. Cannon. In my statement I say tha t our association expressly 

refrains from taking a position as to the ownership composition of 
this private corporation. We represent the communications compa
nies and equipment manufacturers  and 17,000 companies, and we 
cannot possibly reconcile diversity  of viewpoints on tha t particular  
question.

Mr. Younger. Except you do not advocate tha t the Government 
own it?

Mr. Cannon. Absolutely.
The gist of our testimony is t ha t we are opposed to a Government 

corporation. We are in favor of a private corporation doing the job, 
subject only to traditional public utility  regulation.

Mr. Younger. Thank you, Mr. Chairman.
The Chairman. Mr. Collier?
Mr. Collier. No questions.
I simply want to say, Mr. Cannon, tha t I think your statement 

very clearly and very concisely points up the critical areas of this bill, 
as it  has been presented to us, and it certainly brings ou t some of the 
areas of the proposed legislation tha t I, too, would hope would be 
corrected in the final passage of this bill.

Mr. Cannon. Thank  you, sir.
The Chairman. Mr. Devine?
Mr. Devine. Thank  you, Mr. Chairman.
It  is not surprising, of course, tha t the National Association of 

Manufac turers would support free enterprise, and I would commend 
them for it, continuing in this area.

I think  your statement very properly again points out what we 
brough t out during the  testimony of, I think Dr. Welsh, Mr. Minow, 
and some of the  o ther witnesses who have testified here, tha t we will 
have a maze of regula tory agencies and persons involved in the 
adminis tration of this act, star ting  with the Presiden t and the Attor
ney General, the Space Agency, the  State Departmen t, as well as the 
Federal Communications Commission, and I asked them specifically, 
or some of the witnesses, whether or not they felt this might tend to 
bog down the operation, and, of course, you can imagine their answers 
were in the negative.

But I think you recognize tha t in your presentat ion here.
Let  me put this one specific question.



COMMUNICATIONS SATELLITES 705

If we get to a point where we have a choice of jus t the President’s 
proposal and the proposal of the Federal Communications Com
mission—I do not want  to pu t any words in your mouth, but I would 
presume tha t yom- association would probably favor the FCC 
approach.

Would you care to comment on that?
Mr. Cannon. Tha t is a point on which our association explicitly 

refrained from taking a position.
Mr. Devine. They take  no position if those were the only two 

alternatives.
You feel th at you are not authorized to take any position on it for 

the association?
Mr. Cannon. Tha t is correct, sir.
Mr. Devine. Thank you.
Mr. Cannon. Thank you, sir.
The Chairman. Mr. Cannon, I want to thank you for your test i

mony.
Mr. Cannon. Thank you, sir.
The Chairman. I agree with Mr. O’Brien that  your appearance 

here to conclude this hearing gives us, I think, a well-rounded record.
I th ink we have an excellent record on this subject. The committee, 

I am sure, will give consideration to the many  views expressed.
I might say tha t I am pleased with the voluminous testimony 

before the committee in many areas which it should not be hard to 
work out.

There are three or four areas tha t seem to be in controversy tha t 
we will probably have to devote the greatest attention to, but it does 
appear  to me, with the  outstanding record we have here, tha t we 
should he able to do something in the near future.

I want to also than k Mr. Frank  Smith for being here with you.
Mr. Smith, we are glad to have you back with the committee and 

have your partic ipation in this important program.
Mr. Smith. Thank you, sir.
The C hairman. Thank you very much.
I have statements from Mr. Paul Findley, our colleague from Illi

nois, and Mr. Frank Kowalski from Pennsylvania. They desire to 
have their s tatem ents  included in the  record.

There are also several other items tha t I would like to insert in the 
record at this point.

(The documents referred to are as follows:)
Sta te m e n t  o f  H o n . P a u l  F in d l ey , a R e p r e s e n t a t iv e  in  C o n g r ess  F rom  

th e  Sta te  o f  I ll in o is

Mr. Chairman, thank you for this oppor tunity  to identify myself with  private 
enterprise development and management of the proposed satellite communica
tions system.

Private enterprise has written an impressive record of progress and achievement  
in the communications field. This has been due to the remarkable and enduring 
partnership of labor and management, harnessed to the motive power of America’s 
capitalist system.

It is refreshing to note the vigorous support to the private enterprise approach 
in the satellite development given by the distinguished labor leader, Joseph A. 
Beirne, president, Communications Workers of America, AFL-CIO.

This approach, I am happy to say, also reflects the opinion of union leadership 
in west-central Illinois.

Mrs. Marian Jorden,  president of Local 509, CWA, a resident of Springfield, 
Ill., informs me th at  she is strongly in accord with the priva te enterprise approach
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herself, and she reports th at  this  is the  view of a sub stantial portion of the  
membership of local 509.

Mr. Dale Moore, chief steward, Local 399, Intern ational Brotherhood of 
Elect ric Workers, ano ther  im portant organ ization in the  communications field, 
sta ted , "We have a wonderful communications  system in this  country, and  it 
was developed by private ente rprise. Private enterprise  is financially able and 
has the  know-how to develop this new type of communications, and  I think it 
should have that  opp ortuni ty.  This is my personal opinion, and  I think  it 
reflects the think ing of m ost of the members of local 399.”

It  is also a pleasure to compliment the  Honorable Newton Minow, Chairman, 
Federal Communications Commission, for his vigorous leadership in behalf  of 
privat e enterprise .

Sta t e m e n t  of H on . F r a n k  K o w a lsk i, a R e p r e s e n t a t iv e  in  C o ng ress  F ro m 
t h e  S ta te  of  P en n sy lv a n ia

Within the immediate fut ure  we can expect to have in operation a communica
tions system using space sate llite s. There is no doubt of our capa bility to de
velop such a system.  There is, however, some question as to  whether our  Nation, 
with  all its scientific knowledge, will have the wisdom to utilize this new an d 
wonderful natura l resource for the  full benefit of the  public . Several bills have 
been introduced which provide the  creat ion of a priv ate Corporation to own and  
ope rate  space satell ites. The  creat ion of a priv ate  Corporat ion at  this  time is 
premature , imprac tical, and unw arra nted .

H U G E  G O V ER N M EN T IN V E ST M E N T

A satel lite communicat ions system has the  potentia l of linking  togethe r the  
ent ire world through radio, telegraph , telephone, and television. It  will include 
meteorology, naviga tion, da ta  transmission, space research, airc raft  passenger 
communications, comm unications involving  space vehicles. It  will ultimately  
include  many things th at  are  fa r beyond our present imag ination. And the  whole 
program has been made possible only thro ugh  the  investm ent  in research and  
development of billions of the taxpay ers ’ dollars. This fiscal year NASA will 
spend $94.6 million on space communicat ions alone. The Depar tme nt of Defense 
will spend $92 million. For  fiscal 1963 NASA’s proposed budget includes $85.4 
million, t he Dep artm ent  of Defense budget  $100 million for space communications. 
The tot al expend itures of these two governmen tal agencies thro ugh  fiscal 1963 on 
comm unications technology will be in excess of $470 million. But our efforts in 
develop ing a satelli te communications system would be meaningless  with out  the 
$25 billion already spen t in space research and  the  add itional billions th at  we 
expec t to spend in the  next 10 years.

There are complex social, political, economic, and  operational problems th at  
must be resolved before the Governm ent can make an informed determination  as 
to  ult imate  ownership. Unless these  problems are explored first, the  creation of 
a priva te Corporation  may lead  to  a tragic waste of this huge taxpayer  invest
ment , catastrophic business losses, severe economic dislocat ions, delays in this 
and  other vita l technological developments, and  may be a source of abras ive 
internatio nal  dispute.

P U B L IC  O W N E R S H IP  PR O PO SED

I believe that  it is pru dent to  defer the  question of final ownership unt il we 
have more knowledge and exper ience  in this  field, and  I  have therefore introduced 
a bill (H.R. 10629) th at  would crea te a Government-owned Corporation . This 
bill creates  a Satelli te Com munications Authority , an agency of the Government 
to  own and control the  U.S. port ion of a worldwide communicat ions sate llite  
system, ground stat ions and  associated  ground facilities. This bill is identical to 
S. 2890 sponsored by Senators Kefauver, Morse, Gore, Yarborough, Burdick, 
and  Gruening in the  Senate. The  bill will pro tec t the  publ ic interest and the  
intere st of our Government by provid ing for—

1. The leasing of comm unication  channels by the Authority  on a nondis- 
crim inatorv  and equi table  basis to  all U.S. carriers  author ized  by the Federal 
Communications Commission and the  provision of facilit ies for governmen tal 
needs. This would not  pre ven t the opera tion of ground stations  by private 
corporations on a con trac t basis.
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2. Opportunitie s for foreign par tici pat ion  and the provis ion of techn ical 

assistance to the less developed countrie s in the  development  of the ir communica
tions  facilities.

3. A Board of Directors for the Authority  composed of nine members appoin ted 
by the  Pres iden t, four from Governmen t and five from privat e life. No director 
will be allowed to have a financial inte res t in any communications carrier cor
pora tion  engaged in wire or radio communicat ions.

4. Policies and broad programs form ulate d by the  Board  of Directors of the  
Authority  in the  public interest .

5. A capitalizatio n of $500 million in bonds, with princ ipal and  inte res t pay
able solely from the net  proceeds of the  communications system.

This bill affords the  opportunity for maximum efficient deve lopment of our 
satel lite communicat ions cons istent with the public interest .

It  is urgent  that  we ge t a workable system into operation  as soon as possible. 
Today, under Government sponsorship , we are proceeding with  all speed and  
will cont inue  to do so. Even if a private corpo ration were crea ted,  the speed 
of the program would still depend  upon research and  development conducted 
by the  Government. One reason for this is that  ab out  90 pe rcen t of the problems 
associated  with the commun icat ions satellite  system concern the  development 
of spacec raft,  e lectronics and  mech anica l use in space  and oth er areas  no t actua lly 
having to do with communications as such.

Under all of the  proposals for private ownership the  Government would still 
be requ ired  to perform the  following impor tan t functions.

1. Furnish  launch  vehicles.
2. Launch the satell ites and  provide launch  crew and  associated services.
3. Consult with the  private Corporation regarding techn ical specifications for 

sate llites  and  ground sta tions and in determining the num ber  and location of 
such facilities.

4. Coordinate  continuing governmenta l research and development with the  
activities of the priv ate Corpora tion.

5. Insure that  the  sate llite  system estab lished is tech nica lly compatible  with 
exist ing facilities with  which it  will interconnect.

6. Insu re that  presen t a nd  futu re access to the  sys tem on a n equitable  and non- 
disc riminatory basis is made avai lable  to all authorized comm unications carriers.

7. Preserve competition in the field of supplying goods and services to the  
Corporation.

8. Supervise any  change  in the internal  struc tur e of the priv ate  Corporation.
9. Insure tha t op por tun itie s are provided for  foreign part icip atio n in th e system.
10. Insure th at  the  Corporation provides comm unica tion services to areas of 

th e world where such services may be uneconomical, if it  is determined th at  
providing such services would be in the  nationa l inte rest .

11. Last, bu t by no means least,  the  Governm ent would have to regulate the  
ratemak ing process.

FO REIG N POLICY CONSI DERATIO NS

Technical and  economic facto rs indic ate th at  the re will be only one satelli te 
system. If we are to make certain th at  the  benefits of this revolut ionary idea 
are share d by all nations,  the  system mus t be tru ly global. Clearly this will 
raise imp ortant  foreign policy considerations th at  can only be dealt  with at  the 
inte rgovernm ental level. The  problems involved are far more complex than  the  
bila tera l agreem ents the existing internatio nal  carri ers are accus tomed to ne- 
gotat ing.

The Attorney  General in testimony before this  committee on March 20 st ate d, 
“We are anxious to make this  system tru ly global—to make certa in th a t the 
benefits of space technology are share d by all nat ions and  are not  confined only 
to the  developed cou ntr ies .”

Clearly this  is a worthy objec tive and one th at  Governm ent ownership at  thi s 
time  would achieve more  readily  and in a more orde rly manner than  priva te 
ownership would. Educa tion al television might well be one of the valuable  serv
ices th at  we could prov ide underdeveloped nations. However, it  is difficult to  
believe that  a profit-motiva ted monopoly  will be willing to divert from com
mercial use a broa d band  of the  sate llite frequency spec trum  for such purpose. 
To provide  such facilities would, therefore, requ ire massive Governm ent subsidies 
and regu latory power the  FCC does not now possess.

There are many and complex foreign policy cons idera tions  which demand the 
urgent att ention of thi s committee. I would like to cite, in brief, four policy 
questions outlined b y Donald N. Michael in  “ Outer Space: Prospects fo r M an a nd 
Society” :
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“ 1. There  must be an intern ationa l solution to deep differences over th e prop er 
alloca tion and sharing of radio  and TV frequencies * * *. Inte rnationally , the  
situ ation is approaching chaos, with desirable frequency ranges satu rated and 
overlapping, and the  pressure increasing from those  who want to share what is 
now availab le * * *.

“2. Inte rnational agreements will be necessary to assure  compatibi lity of 
equipment components used by  various nations  * * *.

“3. Inte rna tion al problems r elat ing to the assignment of privileges and prior ities 
for sate llite  use will need solu tion  * * *.

“4. * * * There are deep nat ional differences among nat ional philosophies 
as to the  purposes of telecommunicat ions as well as differences within nations 
(viz, our perennial arguments on the  proper use of television) . The resolution 
of these differences, and the ir reflection in the regulations regard ing the  allocation 
of priori ties, time, and substan ce will be difficult and time consuming.”

It  would seem to me to  be p rem atu re to freeze our space policy a t this time  by 
placing the  power to dete rmine these and other foreign policy considera tions 
beyond  effective Government  control, perhaps con trary to our natio nal inte res t. 
Once there were real progress in  resolving these  differences the m at ter of ownership 
could be reviewed.

WHY  GI VE  IT AW AY  NOW

The President recently  sa id th a t space “is a field which is growing and changing 
so quickly  no one can pred ict in precise deta il what our future  course will be or 
what oth er benefits will unfold for Florida  and the  Nat ion .”

The satel lite communications system is a revolut iona ry development. It  
would be a g reat  m istake  to give it  away now before we are even aware of its full 
technica l poten tial. We can always give i t away later . But if we give it away 
now, we will never be able to get  it back.

There is a  wrong-headed move afoot  to s tampede Congress in to giv ing away  this  
great pro ject before we know where we are going with  it . This  m ust be ha lted  in 
its  t racks.

Chamber of Commerce of the United States,
Washington, D.C., March 21, 1962.

Hon. Oren Harris,
Chairman, Interstate and Foreign Commerce Committee,
U S. House of Representatives, Washington, D.C.

Dear Mr. Harris: The Chamb er of Commerce of the Uni ted States  strongly 
sup por ts and urges early e nactm ent  of legislation provid ing for priv ate  ownership 
and operation  of a space comm unications satell ite system.

The p rivate  ownership provisions of I I.R. 10115, II.R . 10747, and  other ident ical 
bills, mer it the  supp ort of you r comm ittee. We are supp orting only the  funda
mental question  of private ownership and are not comm enting  on the  detailed 
arrangemen ts by which this  would be achieved.

We are happy to note the  sup port given this  view by President Kennedy, the  
Nat iona l Aeronautics and Space Council, the  Federa l Comm unications Commis
sion, a nd othe r agencies of the Government.

This  fundamenta l principle of a free society would be endangered  if the Congress 
approved  H.R.  10629. This bill provides for Government ownership of space 
communicat ions satellite s used to  furnish worldwide communications. We 
strongly urge your committee to  reje ct such proposals, and to encourage inves t
ment bv priv ate  ownership under Government regula tion, if such regula tion is 
required.

It  is m ost important that  this  Nat ion be first in the  field of space communica
tions. In 1955, a member of priva te indu stry  ou tlined the first concrete  proposals  
for a sate llite medium. Many millions of industry research  dollars and much 
research  ef fort have since been expended in developing a practica l space communi
cations system. Our chances of being first in this  endeavor will be jeopardized 
if the  responsibility  for this  ente rprise is take n from those th at  have  given us a 
good s tart,  and handed  over to a governmental agency, newly crea ted and other
wise hand icapped bv inexperience and burdensome governmental procedures. 
Privat e industry , with its back ground of experimental work, will be able to 
move ah ead promptly to e stablish a  space communications system if congressional 
approval is granted .
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It  should be kept in mind th at  space communications is only an extension of 
the  existing systems of national  and  inte rna tion al comm unications, and th at  the  
sate llite prog ram will supplement, ra ther  tha n replace, cable and  radio  services 
now in existence. The present U.S. systems have been developed by priv ate 
industry. This  supplemen tal system should be developed and  operated under  
the  same typ e of priva te managem ent, with  governmen tal regu lation as required .

Public intere st in a matt er  such as communications  is paramoun t. For this 
reason, the  space satell ite comm unications system should be regu lated , as the 
public  intere st demonstrates the  need  for regulat ion, by an app rop ria te Govern
men t agency , such as the  Fede ral Communications Commission. This would be 
a na tural extension  of the existing pa tte rn  of publ ic uti lity  regulation, helping to 
insure th at  the  public intere st will be adequate ly protected.

In conclusion, we emphasize th at speed in ar riving at  a  f inal decision regarding 
the  quest ion of ownership and  o peration of the  space s atell ite system is of utmost 
importance.  Until  Congress acts , advance planning will be hindered . If Congress 
fails to  decide the problem in thi s session, an entire  year will be los t before ano ther  
opp ortuni ty will be presented.

We would like to emphasize t ha t private effort, working in th e nationa l in teres t, 
will be maximized if every  o pport un ity  is p rovided to encourage ideas, know-how, 
and  experience from a mu ltitude of fronts . One never knows in advan ce where 
the  most brill iant  and  frui tful  ideas will come from. It  is for this reason th at  
we stress the  heavy  reliance on private effort, ra ther  tha n on a Governmental 
agency or Government ownership.

The  nationa l chamber, therefore, urges Congress to ena ct legislation to perm it 
priva te industry to own and operate  a sate llite comm unications system and 
to ac t with  all possible speed.

We would apprecia te your making this let ter  a pa rt of the record of your 
hearings on the various satelli te communications bills re ferred  to  your committee. 

Sincerely,
T h er o n  J . R ic e ,

Legislat ive Action General Manager.

W e s t e r n  U n io n  T e l e g r a p h  C o. ,
New  York,  N .Y .,  March 16, 1962.

Hon. Oren Harris,
Chairma n, Committee  on Inte rsta te and Foreign Commerce,
House of Representatives, Washing ton,  D.C.

Dear Mr. Chairman: This is in reference to the  cur ren t hearings before your 
comm ittee rela ting to H.R . 10115 which you introduced and II.R . 10138 intro 
duced by Rep rese ntat ive George 1’. Miller, containing the  adm inistration’s pro
posal providing for the  establishment, ownership, operation, and  regu lation of a 
commercial communications satel lite system.

Western Union has studie d with keen intere st Pre sident  Kennedy’s recom
mendations to Congress calling for the  esta blishment  of a Communica tions  
Satell ite Corporat ion to  be financed thro ugh  the sale of stock to the  general 
public, as well as to comm unica tions  companies. Addi tional ly, we are pleased 
to note th at  the  plan  proposed  by the adm inistra tion follows so closely Western 
Union’s position .

In its mino rity sta temen t of October  12, 1961, publ ished  with  the  rep ort  of 
the  ad hoc carr ier committee established by the Federal  Communications  Com
mission, Western Union  sta ted  th at  it “has consistently  taken the posit ion th at 
the  most desirable method of implementing  an operable  satelli te communications 
system would be through the  medium of a  public  stock corpo ration which would  
own and operate  both the satelli tes and  the ground s tat ion s.”

The company’s tes tim ony  presented at  bo th Senate and  House hearings in 
1961 also st rong ly adv oca ted  the same course.

Western Union, ther efore, endorses  t he  purposes  and  object ives of H.R.  10115 
and  H.R . 10138, and we shall appreci ate having thi s let ter  in corporated into  the 
record of your cu rre nt hearings on thi s ma tte r.

Sincerely  yours,
S. M . B a r r .
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United States Independent  Telephone Association,
Washington, D.C., March 20, 1962.

Hon. Oren Harris,
Chairman, Interstate and Foreign Commerce Committee,
House o f Representatives, Washington, D.C.

Dear Mr. Chairman: At a recent meeting of the  board of directo rs of our 
assoc iation considera tion was given to the  subject of space communications 
and  th eir  significance to the  soc ial welfare of the people an d to the  broad economic 
and  politica l well-being of our  Nation. In carefully considered action,  our 
managing body adopted  the resolution which is attached hereto.

I was directed to send you a copy of the resolu tion with the  hope th at  its 
con tents may commend them selves to you.

Sincerely yours,
Clyde S. B ailey, 

Executive Vice President.

R esolution Adopted by USITA Board of Directors on March 9, 1962, 
Relating to Space C ommunications

Whereas the free ente rpris e system in this country  has nurtu red  individual in
genuity  and initiative  and  the reb y immeasurably aided the  progress of mankind  
throughout  the world; and

Whereas the business community of th e United States under the  free enterp rise 
system has been able to prod uce and  distribute to the  people of the United States 
services and goods of a qua lity  and  quantity  unparalle led in other par ts of the 
world; and

Whereas  the  telephone ind ust ry of the United State s, both its opera ting com
panies  and manufacturers  and  suppliers, has long dem ons trated the soundness of 
the  free enterp rise philosophy by making  available to the  general public a scien
tifically advanced, geographical ly extensive, and sui tably diversified communica
tions  system of extraordinary capacity,  with the larges t subscriber  satura tion of 
any nation in the world; and

Whereas it is the  expressed policy of the Government of th e United States th at  
activitie s in space should be devoted  to peaceful purposes  for the  benefit of all 
mankind and that  the  early establish men t of a space communicat ion satel lite 
system open to public use would be a significant means of implementing this 
policy ; and

Whereas the  use of the  pr iva te communications system of the  Nation in times 
of emergency for the  national defense and welfare th rough facilities  developed and 
owned by private enterprise,  bu t adapted  for emergency natio nal use through 
cooperation with intereste d Governm ent agencies, has proven highly successful; 
and

Whereas the President of the United States on July 24, 1961, announced a na
tiona l policy favoring the pr iva te ownership of a space comm unica tions  satel lite 
system: Now, therefore, be it
' Resolved, That the  U nited  Sta tes Indepe nde nt Telephone Association fully sup 

por ts the  policy of development of a commercial space communicat ions sate llite 
system by private business und er the  successful and  inspiring philosophy of the 
free enterprise system ; and be it  fur ther

Resolved, That this assoc iation believes the past history, presen t operations and 
known future plans and developments of the Nation’s communications common 
carr ier indu stry  demonstrate th at  the  expressed policy of this Nation regard ing 
peaceful uses of space can best be implemented through the  estab lishm ent of a 
space communications sate llite  system  to be owned and  operated by the  Na tion’s 
communications common carr iers;  and be i t further

Resolved, That the  Uni ted States Inde pendent Telephone Association hereby 
dedicates itself to efforts in t he  free enterprise system to b ring the  benefits of space 
communications to comm unica tion users at  just and reasonab le rate s and  with 
due  regard for the interests of the  general public, the  nat ional welfare and in
vestors;  and be i t f urth er

Resolved, That the  responsible officials of the  Federal Governm ent be apprised 
of these  resolutions and th at  the y be earnestly  requested to consider them.
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St a t e m e n t  of H o n . J ac k W e stl a n d , a R e p r e s e n t a t iv e  in  C o n g r ess  F ro m  
t h e  S ta te  of W a sh in g to n

Mr. Chairman, I wish to than k the members of this  committe e for the  oppor
tuni ty  to make this sta tem ent.

This  is a brief sta tem en t in which I reques t the  committee to consider the  
principle of allowing pr iva te individual s to purchase shares in the  commercia l 
communications sate llite sys tem  proposed in H.R. 10115.

A number of my const ituent s have expressed a desire to par ticipate in the pu r
chase of stocks if the  program is approved  by the  Congress and  becomes law. 
However, as Mr. Edwin Lee, of Bellingham, Wash., poin ts out,  it seems incon
ceivable  that  many  people can  afford to invest $1,000 for a single share  in the  
Corporation which would no t pay dividends for some years to come.

It  appears to me i t is possible and  f inancially  feasible th at  m any persons would 
be willing to purchase a stock at  an offer of $100 a share . We are a pa rt of a 
nat ion th at  was bui lt on free enterprise , and  such an offer would be in keeping 
with  this trad ition.

I am sure, Mr. Cha irman, th at  you and  the  other members of your committe e 
will give this full a tte nti on  and consideration .

The C hairman. This will conclude the hearings.
The Chair, on behalf of the committee, wishes to thank all of the 

people who have appeared  and testified, and also to thank the members 
of the committee for the att entio n given to this most importan t matter.

After there has been some opportun ity to review the record, the 
committee will go into executive session on the subject.

(Whereupon, at  3:15 p.m., the committee adjourned, subject to the 
call of the Chair.)
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